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EDITORIAL DEPARTMENT NOTE 


There is no need to emphasize to the majority of cost accountants the 
importance at the present time of a thorough knowledge of the laws, regula- 
tions and procedures involved in accounting for the cost of national defense 
contracts. Most industrial companies represented in N.A.C.A. are engaged 
in government work as prime contractors, sub-contractors or material sup- 
pliers. The three articles in this issue of the Bulletin will serve to supple- 
ment the previously issued material on the subjects. Many of the subjects 
dealt with in these articles will come up for more detailed discussion at the 
New York Convention later this month. 

The author of our first article, George A. Longeway, is a public account- 
ant who received his undergraduate training at the University of Michigan 
and received the M.B.A. degree from the School of Business Administration 
of that institution in 1933. Since that date he has been a member of the 
staff of Ernst & Ernst in Detroit. Mr. Longeway is a Michigan C.P.A. 
The present paper was presented at the annual Alumni Conference of the 
University of Michigan School of Business Administration on April 5. 

The author of our second article, R. M. Woodham, received his Me- 
chanical Engineering degree from the Stevens Institute of Technology in 
1926. He acquired his first experience in the aviation industry with the 
Curtiss Aeroplane & Motor Co. in Garden City and Buffalo, before joining 
the Wright Aeronautical Corp. five years ago. His work has included 
engineering and administrative duties of a responsible character. At pres- 
ent he is acting as liaison officer between the Engineering and Accounting 
Departments and Technical Assistant to the Treasurer with particular 
respect to the handling of government contracts Vinson Act reports, and 
the treatment of engineering development expenses. Mr. Woodham is a 
qualified naval aviator and holds the rank of Lieutenant in the United States 
Naval Reserve. This article by Mr. Woodham supplements the contribu- 
tion by him which appeared in the Bulletin for July 1, 1940. 

The author of our third aritcle, D. E. Browne, is also employed in the 
aircraft manufacturing industry, serving at the present time as Chief 
Accountant for the Lockheed Aircraft Corp., Burbank, Calif. He is a 
oe of the University of California at Los Angeles and a California 
C.P.A. In addition to his membership in N.A.C.A., Mr. Browne is an 
associate member of the American Institute of Accountants and a member 
ee American Accounting Association and the California Society of 
ot 


Articles published in the Bulletin present many different viewpoints. In 
publishing them the Association is not sponsoring the views expressed, but 
is endeavoring to provide for its members material which will be helpful and 
stimulating. Constructive comments are welcomed and will be published in 
the Forum Section of the Bulletin. 
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SOME MANAGEMENT PROBLEMS INVOLVED IN 
DEFENSE CONTRACTS 


By George A. Longeway, Staff, 
Ernst & Ernst, Detroit, Mich. 


Necessity Certificates 

I WOULD like to discuss from the viewpoint of management 
some of the problems which have arisen in connection with de- 

fense contracts. 

My first contact with the defense program came in connection 
with applications for necessity certificates. One of the problems 
here seemed to be the determination of just what information 
and how much information should be included in the application. 
One of the first certificates granted was for the construction of a 
battery of coke ovens; that was promptly granted probably because 
coke is recognized to be one of our serious bottlenecks. On that 
application it was necessary, of course, to give the estimated cost 
of the ovens, the productive capacity before and after the addi- 
tion, and statistics as to number of employees, number of shifts, 
and number of hours per shift per week. In addition, informa- 
tion was requested as to the use of the additional coke. In that 
case the coke was to be used in blast furnaces, and it was necessary 
to estimate the number of tons of pig iron that could be made 
with the additional coke. The next requirement was to list the 
customers of the company and how much defense work each cus- 
tomer was doing. The final request was for information as to 
the productive capacity of each customer and the unfilled tonnage 
of defense orders on the books of each customer. This informa- 
tion the company could not furnish but the certificate was granted 
anyway. 

Problems Under a Fixed-Price Contract 

Next let us consider some of the problems confronting a com- 
pany having fixed-price contracts for supplies. This is the case 
of a manufacturing company which has entered into several con- 
tracts for the furnishing of supplies to the War Department. The 
Company is of medium size and is engaged in the manufacture of 
household electrical appliances. Its regular products are rela- 
tively few in number and are all produced in one plant. It op- 
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erates under a standard cost system, using a general plant burden 
rate applied as a percentage of the direct labor cost. 

The defense contracts into which the Company has entered are 
for various products which are somewhat similar to but not the 
same as its regular products. In a general way the defense prod- 
ucts can be produced in the same plant, using the same ma- 
chinery as the regular products. For the purposes of one of the 
contracts, however, a separate building is required in which as- 
sembly operations will be performed. All of the contracts have 
been made on a fixed selling price basis. No “escalator” clauses 
as to material or labor are included. Deliveries are to be made 
within the near future, none of the contracts extending over a 
period of more than six months. 

For the purpose of determining the selling price of the vari- 
ous products covered by the contracts, the company has established 
estimated costs based upon government specifications and its own 
engineering department’s estimates of material and labor costs, 
to which estimated burden and commercial overhead have been 


added. 


Material Costs 

Certain problems have arisen in connection with material cost 
accounting. It will be necessary to establish and maintain a sep- 
arate receiving room and raw material storage space for raw ma- 
terials to be used on defense contracts. Labor and expense ap- 
plicable to the operation of these additional facilities will be ac- 
cumulated in special accounts, excluded from regular burden 
accounts, and will be prorated over the various defense contracts. 
Incoming raw materials for defense orders will be subjected to a 
more rigid inspection than has been necessary for materials used in 
private production. 

Included in the standard cost of materials is an allowance for 
scrap. It is anticipated that scrap loss will be somewhat greater 
on defense orders than on regular private work and accordingly a 
higher scrap loss percentage has been set up. 


Added Burden Costs 
Mention has already been made of the necessity for separate re- 
ceiving and raw material storage facilities. Aside from these, how- 
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ever, it is not anticipated that any additional plant or equipment 
will be required. The management believes that there are no siz- 
able elements of manufacturing expense entering into the produc- 
tion for private orders which will not also be present in the pro- 
duction for defense orders. But there are several types of manu- 
facturing expense which will apply only to defense work; the in- 
troduction of these new elements of expense has raised several 
accounting problems. 

One of these added costs relates to the training of employees in 
the methods of production of the new products. These costs will 
not be charged to the regular burden account but will be accu- 
mulated in a separate account and charged directly to the defense 
orders. There is also a considerable amount of pre-operating ex- 
pense involved. It is necessary to build up an organization of 
supervisory employees and clerical help in advance of the start of 
actual production. 

It has been found that certain classes of expense ordinarily 
classified as burden are unusually high because of the production 
for defense orders. Set-up labor is one such item. Excess labor 
cost resulting from premiums paid for overtime work is another. 
Repair costs will be higher because of the increased speed of oper- 
ation and the necessity for reducing shut-downs to a minimum. 
Decision to Segregate Extraordinary Burden Costs 

[f such additional costs were charged to regular burden without 
a corresponding increase in the burden rate, the tendency would 
be to produce a variance from unabsorbed burden. In accordance 
with the company’s policy this variance would be prorated over 
all production, both defense and private. Since this variance arose 
primarily from defense production, costs of private production 
would be unfairly penalized. Nor would it be desirable to charge 
such costs to direct labor on defense orders. In that case the de- 
fense orders would absorb an unduly high amount of burden as 
distributed on a direct labor cost basis. 

As a solution the company proposes to classify such items as 
burden but to segregate such extraordinary items from the regular 
burden accounts. Time tickets will be made for all set-up and ex- 
cess labor to show the defense order number. Similarly repair 
work orders will indicate the defense order number to which they 
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ply. At the end of the accounting period these extraordinary 
ill be summarized and in distributing the burden will be 
-harged directly to the various defense orders. The cost of sales 
for a defense order will therefore contain the following: 
Materal cost—at standard. 

b) Labor cost—at standard. 

-) Burden—at standard. 
(d) Tool costs—at actual. 
e) Special material handling and storage cost—at actual. 


ing cost—at actual. 





g) Extraordinary burden, such as excess set-up labor, over- 


time premium, allowances to make day rate, etc.,—at actual. 


l 


If any substantial variances arise from material prices or the use 
of material, a specific allocation will be made to defense orders. 

Provision has been made in the costs for a rather high per- 
ge of rejects, based on the present standards of government 
inspection of finished products. These standards at the present 
time seem to be unduly rigid and severe, but it is believed that 


there may be some relaxation in the future. 


P) vation r Ove rabs rbed Burden 

\s outlined before, standard burden is applied on a direct labor 
cost basis. The burden rate was set on the basis of normal plant 
operation and production prior to the receipt of defense orders. 
With the addition of defense orders to the regular business, it is 
exp cted that total ] roduction of the plant will rise above the nor- 
mal production of the past. This would tend to produce a sizable 
overabsorbed burden variance. In order to establish the actual cost 
» orders this variance must be distributed to the various 
orders. The company will not attempt to work out a specific basis 
for allocating this variance but will prorate it over the various 
orders, both defense and private, on the basis of direct labor cost. 
However, it is extremely probable that the overabsorbed burden 
variance will not be as large as originally anticipated. Government 
wrders will have priority over private orders. There is a danger 
that the volume of regular business may decline through the in- 
ability of the factory to fill orders promptly and the resultant weak- 


rganization. 
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The management does not intend immediately to revise the bur 
den standards because of large variances, except that all standards 
will be reviewed and revised once a year, as has been done in the 
past. Material and labor standards will be revised, however, when- 
ever any radical change in specifications or production methods 
occurs, 

No provision has been made for additional costs in connection 
with government inspection, although the contracts state that the 
company shall provide all “reasonable facilities and assistance for 
the safe and convenient inspection and tests required by the in- 
spectors.” Provision for such assistance may have to be included 
later as a part of the cost of defense orders. The staff of govern- 
ment inspectors is quite large in relation to the direct labor payroll, 
due in part to the necessity of training additional inspectors for the 


expanding volume of defense work 


? “As 


Some Problems of Management Under Fixed-Price Contracts 


1 


Some of the most serious problems arising in connection with 


defense contracts are not accounting problems at all. A few of 
these problems should be mentioned. 

A manufacturing concern of medium size has several fixed- 
price contracts for supplies. At the present time most of its plant 
facilities are being used in production for these orders and in the 
near future it is likely that 100 per cent of the facilities will be so 
used. Under most circumstances this situation itself will be cause 
for grave concern as to the ability of the company to resume 
private operations once the emergency has passed ; however, in this 
particular instance there is reason to believe that the company can 
successfully make the transition from defense orders to private 
orders at the termination of the emergency. 

The contracts provide for delivery over a period of about twelve 
months and there are severe penalty clauses for delays in delivery. 
There is no escalator protection as to material and labor. Furthe1 
more, the contracts contain clauses enabling the Government to 
order additional units at the same prices, quantities ranging up to 
four or five times the original order. The dangers of such orders 


are readily apparent. While the company can, and has, made com 


mitments for raw materials sufficient to produce the number of 


units in the original order, it can do nothing to protect itself on 
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prices of material for additional units ordered. In addition to this 
danger of material price changes, there is the problem of getting 
delivery on raw materials promptly, although the company hopes 
that the contracting officer will solve any problems of material 
delivery. 

Labor problems are equally serious. The plant is not unionized 
and has already experienced some difficulty in obtaining supplies 
from unionized concerns and in getting deliveries by unionized 
carriers. Then there is the problem of future wage increases, 
especially if the Government orders the additional units beyond 
the original order, delivery of which might extend over a period 


of four or five years, 


Further Illustration of Problems Under Fixed-Price Contracts 


Another manufacturing concern has recently received a fixed- 
price contract for supplies to be delivered over the next six months. 
This concern has made very little money in the past few years. 
Production has been substantially less than plant capacity ; work- 
ing capital has been no greater than sufficient to care for produc- 
tion and sales at the reduced basis, but the defense contract will 
utilize the plant at capacity for the next six months and commit- 
ments for raw matevials for the contract amount to four times the 
sales of the preceding year. The contract provides heavy penalties 
for delays in delivery. In addition, the contracting officer has the 
right to order additional units at the same price up to 340 per cent 
of the quantity on the original order. There is no escalator pro- 
tection in the contract. 

The immediate problems of this contractor are (1) to secure 
material promptly, (2) to obtain additional working capital, and 
(3) to increase the production to capacity in a short time. It will 
probably be possible to secure bank loans for amounis in excess 
of normal working capital requirements. Increase of production 
has been retarded by a strike and by the necessity of hiring and 
training new employees. 

The long range problems of this contractor are similar to those 
in the immediately preceding case. If additional quantities are 


ordered at the same price, to be delivered over a period of two 


years, the contractor will have no protection against rising ma- 
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terial and labor costs and will be heavily penalized for any delays 


in delivery. 


Problems Under Cost-Plus-a-Fixed-Fee Contracts 

The cases discussed thus far have been those of companies hav- 
ing fixed-price supply contracts. Most of the supply contracts 
granted have been of this type, but a few have been granted on the 
basis of cost-plus-a-fixed-fee. 

This is the case of a company which has entered into a sub- 
contract on the cost-plus-a-fixed-fee basis. The contract states, 
among other things, the number of units to be delivered, the esti- 
mated cost per unit, the total estimated cost, and the fee, based on 
a percentage of total estimated costs. The contract also provides 
that after delivery of the first 500 units, the contractor and sub- 
contractor shall determine if it is possible to set a fixed price per 
unit, which price would apply not only to future deliveries but 
also to the first 500 units. 

No detailed definition of cost is included in the contract. It is 
stated that allowable items of cost will be determined in accord- 
ance with regulations promulgated by the Treasury Department in 
T.D. 5000. 

The company has established a separate manufacturing division 
for the performance of the defense contract. Separate buildings 
will be used for this work so that there will be almost complete 
segregation of manufacturing activities. Separate accounting 
records will be established for the defense division and maintained 
by its own employees. Separate bank accounts will be used and all 
original supporting documents will be in the physical custody of 
this division. The defense division is being set up just as if it 


were a separate company, but it is not being incorporated. 


Agreement with Prime Contractor 
The sub-contractor is to be reimbursed at frequent intervals by 
the prime contractor for actual expenditure made under the con- 
tract. The term “actual expenditures” will be interpreted as in- 
cluding depreciation and the usual accruals of property taxes, etc. 
lormal requests for progress payments (reimbursements of 


costs) are to be made to the prime contractor as required. Such 
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requests will include (1) the sub-contractor’s invoice for allowable 
costs incurred during the month plus a portion of the fixed fee, 
and (2) affidavit of the sub-contractor certifying the correctness 
of the invoice. This request for reimbursement must be accom- 
panied by certain documents and data in support of the items of 
allowable cost covered by the invoice. The accounting policies and 
procedures of the defense division must therefore be such as to 
provide prompt and accurate information as to items of allowable 
cost. 

The contract provides that cost data are to be furnished to the 
prime contractor. Since a fixed price per unit may be set after 
delivery of 500 units, it is highly desirable and essential that the 
sub-contractor not only accumulate adequate cost records for the 
first 500 units, but also that such records be broken into such in 
crements as will provide for ascertaining the trends of unit costs. 

The company’s chart of accounts and accounting procedures 
are set up in such a way as to accumulate costs according to the 
classes indicated in T.D. 5000. The principal captions are as 
follows : 


1. Direct materials. 

2. Direct production labor. 

3. Direct engineering labor. 

4. Miscellaneous direct factory charges 
5. Allocated factory overhead. 


6. Other manufacturing costs. 

7. Miscellaneous direct expenses. 

8. Allocated engineering overhead 

9. Allocated general and administrative overhead 


10. Guarantee expense. 


Direct Materials 


A separate storeroom will be established and maintained for 
defense materials. The contract specifies that upon receipt of the 
material by the sub-contractor, title thereto passes to the govern- 
ment. Therefore the physical control over this material should be 
exercised with special care. No sales of material from this store- 
room will be permitted, nor will any withdrawals of material for 
use on jobs other than defense work be allowed. Occasionally it 


may be necessary to withdraw material from the company’s regular 
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storeroom for use in the defense division, but such transactions 
will be kept at a minimum. When such withdrawals are made, 
they will be treated as loans of material to be repaid from the de- 
fense storeroom as soon as possible. 

For the purpose of reimbursement by the prime contractor, pur- 
chases of raw materials become allowable costs at the time of re- 
ceipt at the plant rather than at the date of payment to the vendor. 
Purchases of raw materials are charged to raw materials account 
at net invoice price after deduction of purchase discounts. Al- 
though T.D. 5000 indicates that purchase discounts up to one per 
cent need not be considered as an adjustment of cost, the company 
is following the policy of treating all purchase discounts as reduc- 
tion of cost. Raw material stores will be controlled by perpetual 
inventory records and issues will be made on requisitions. Peri- 
odical inventories (at least once each quarter) will be taken to 
prove the accuracy of the records. 

In connection with the requests for reimbursement, the company 
will submit to the prime contractor copies of invoices for raw ma- 
terial purchased, together with a summary of requisitions for ma- 
terial withdrawn from its regular storeroom for use on defense 


work. 


Scrap and Direct Labor 

Physical segregation of scrap arising from defense work will be 
made. At various times the company may send parts to outside 
manufacturers for machining work. The order given to these 
outside manufacturers will bear the notation that the material is 
the property of the United States Government and must be kept 
physically segregated and that all unused material must be re- 
turned, including all scrap arising from the processing of said 
material. It will be essential in this connection for the company to 
make comparison of weights shipped and weights returned. 

Direct labor will be classified into four main groups: direct 
factory production labor, direct factory tool labor, direct engineer- 
ing production labor and direct engineering tool labor. Indirect 
labor will be charged to allocated factory and engineering over- 
head. For the purpose of reimbursement by the prime contractor, 
payrolls become items of allowable cost when paid. In the request 


for rembursement the company will include a summary of labor 
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classified as to direct and indirect and also according to depart- 
ments. 

Miscellaneous direct factory charges will include such items as 
royalties paid, traveling expense and performance bond premiums. 
Request for reimbursement of such costs will be accompanied by 


invoices and other original documents. 


Factory Overhead 

\llocated factory overhead will include such indirect labor costs 
as supervision, stores, timekeeping, clerical, packing and shipping. 
With respect to the accounting treatment of supplies, the company 
will charge such supplies to the contract costs as purchased, but 
will control the use of supplies on the basis of withdrawals from 
the storeroom. An effort will be made to eliminate allocation of 
all types of indirect costs insofar as possible and to substitute 
therefor specific charges. Meters will be installed for the meas- 
urement of electricity, water and gas. Tool and die charges will 
be on the basis of shop orders. Plant protection, maintenance, 
safety and welfare, employment and personnel functions will be 
performed in large part by employees on the payroll of the defense 
division and devoting all their time to defense work. 

Depreciation of buildings used by the defense division will be 
accrued at an annual rate of 2 per cent. All machinery and 
equipment, including office furniture and equipment, is leased 
from the Defense Plant Corporation. Taxes on real property will 
be allocated on the basis of the assessed valuation of land and 
buildings assigned to the defense division. 

In connection with the allocation of general and administrative 
overhead, T.D. 5000 has indicated that no general rule is appli- 
cable to all cases, but that generally an allocation on the basis of 
manufacturing cost would be acceptable. In this particular case, 
however, the prime contractor has indicated that it might be desir- 
able to allocate administrative burden on the basis of direct labor 
cost. An overhead rate may be applied in conformity with the 
sub-contractor’s practice month by month for his own records, but 


1 ] . };: mall - a . ‘ - , ~ 4 ‘ - 
shall be adjusted to an average quarterly rate at the end of each 


quarter. In the request for reimbursement of various overhead 
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costs, the basis on which allocations have been made will be indi- 
cated together with all other facts pertinent to the proration. 
Procedures will be developed for the exclusion of costs unallow- 
able under T.D. 5000 and the terms of the contract. Some of the 
most important of these unallowable costs are interest on invested 
capital, entertainment expense, dues and memberships (other than 
regular trade associations), donations, federal income and excess 


profits taxes and bad debts. 


Accounting for Leased Machinery and Equipment 

As previously stated, all of the machinery and equipment is be- 
ing leased from the Defense Plant Corporation. The sub-contrac- 
tor places the orders for the equipment with the approval of a 
representative of Defense Plant, and as the machinery is received 
the invoices and receiving slips are approved by the sub-contractor 
and turned over to Defense Plant for payment. It is necessary to 
keep a record of the installation expense separately for each item 
of equipment. 

The equipment is numbered with metal plates indicating that it 
is the property of Defense Plant Corporation and the contractor 
is responsible for carrying insurance on the equipment and keep- 
ing it in a good state of repair, ordinary wear and tear excepted. 
Equipment record cards are being set up for the equipment leased 
from Defense Plant, and periodical checks will be made of the 


smaller and more portable items against the card records. 
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PROCEDURE UNDER DEFENSE CONTRACTS 


By R. M. Woodham, Technical Assistant to the Treasurer, 
Wright Aeronautical Corp., Paterson, N. J. 


HE subject assigned me is so vast in its scope, so limitless in 

its details and under such constant modification that I hesitate 
to discuss the matter with any degree of authority. Therefore, 
please accept these comments as an expression of the experience 
of one unit in the national defense effort which has been required 
to operate under the numerous regulations and promulgations set 
forth by the Government. 
Importance of Government Regulations and Requirements 

To begin with, there are some 50 or more different committees, 
commissions, boards, and divisions in Washington to which a gov- 
ernment contractor must submit reports, schedules and data of 
various kinds at regular and irregular intervals. In addition to this 
burden, the contractor will find himself requested to make provi- 
sion for army, navy and government accountants, inspectors and 
auditors who will follow through in considerable detail on his 
manufacturing operations. His relations with the local representa- 
tives of these government agencies will largely determine the ease 
and facility with which the expanded efforts under the National 
Defense Plan may be accomplished. This may serve to give you a 
rough idea of the problems which present themselves to an execu- 
tive who must correlate all operations, provide for a manufactur- 
ing, administrative and accounting system sufficiently flexible to 
encompass frequent changes in design, delivery schedules and 
priorities, and still be able to satisfy the requirements of these vari- 
ous government agencies which are located in your plant for the 
purpose of examining your price structure and determining your 
manufacturing costs. Thus, the various government regulations 
on which rest the ability of the contractor to produce a reasonable 
profit and remain in business through a trying period, become a 


matter of greatest importance. 


List of Requirements 


Any of you who, in the past, have had the opportunity of hand- 


ling government business in your establishment are probably aware 
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of the innumerable regulations and details required throughout the 


course of the contract. I shall simply list some of the requirements 


in order to present a groundwork for the later discussion of vari- 


ous types of schedules and contracts. 


I. 


> 


uN 


N 


Preparation of bid to government requirements. 

Design of product to army and navy specifications, in- 

cluding the desires, expressed or implied, of the particular 

government customer. 

l‘abrication to government process specifications on ma- 

terial, heat treating, plating, riveting, welding, cleaning, 

finish, etc. 

Purchasing of material that must be marked for priority 

in accordance with government regulations, source in- 

spected or passed by the contractor’s inspection depart- 
ment on receipt, and delivered subject to precedence of 
critical materials existing at the time of delivery. 

Maintenance of a product and process inspection depart- 

ment for 100 per cent inspection of all parts satisfactory 

to government representatives assigned to the plant. 

Testing and acceptance of product to government speci- 

fications both at the contractor’s plant and in the labora- 

tories of the military services. 

Shipment of products on government bills of lading in 

containers regulated by government specifications and 

routed in accordance with Priorities Division traffic sched- 
uling. 

Compliance with: 

a. The Walsh-Healy Act and the Wages and Hours Law 
requiring classifications of and reports on every em- 
ployee. 

b. Davis-Bacon Act of 1931 specifying that prevailing 
wage rates are to be applied to contracts on public 
works. 

c. Eight-Hour Law of 1912. 


Contract Forms 


The principal types of contracts now in use may be described as 


the fixed-price, cost-plus-a-fixed-fee, and cost-plus-a-percentage- 
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of-cost, which is in relatively minor use at this time though it 
played a considerable part in the previous war. The fixed-price 
contract is the standard type, which is usually awarded after com- 
petitive bids have been received and all questions as to the standing 
of the contractor and ability to deliver the goods in a reasonable 
time have been answered. In connection with the awarding of a 
fixed-price contract, after proper examination and negotiation of 
bids, the Government is empowered to divide the requirements over 
the three lowest responsible bidders. In order to accommodate the 
immense volume of material required to be supplied in a short 
time for the national defense, the fixed-price contracts have been 
largely placed by negotation rather than the previous bid and 


schedule routine. 


Variations Between Peace-Time and War-Time Contracts 
Assuming that you may be conversant with the standard forms 

of government contracts used in peace time, it may be stated that 

the war-type contract follows in general most of the peace-time con- 


tract provisions with the following major exceptions : 


1. Specific reference to particular statutes, such as the 
Kight-Hour law, is omitted because it is impossible to 
foresee exact legal requirements in an emergency, but 
any provisions respecting labor and material required by 
law to be included, have been inserted. 

2. A large measure of decentralization of administrative 
authority is essential in order to expedite the changes 
and modifications to the original contract; therefore, the 
chief of the army or navy agencies, or whoever he may 
designate, is authorized to approve changes up to a fixed 
amount without the necessity of formal contract deviation. 

3. The war-type contract also provides that if any sales tax, 
processing tax, adjustment charge or other taxes or 
charges (not including income or excess profits taxes) 
are imposed or charged by federal, state, or local author- 
ities and made applicable directly upon the production, 
manufacture or sale of the supplies covered by the con- 
tract, the amount due under the contract shall be increased 


or decreased accordingly. This is to give the contractor 
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reasonable assurance against loss and has been a principal 
obstacle to the negotiations of fixed-price contracts in war 
time. 

;. A provision not used in peace but plainly desirable during 
war lies in the acceptance of articles that do not conform 
exactly to specifications but may nevertheless be accepted 
at a proper reduction in price. 

5. The clause giving the Government the right to terminate 
the contract at any time is obviously necessary in war 
time. In the present emergency, the exact form of this 
provision varies from a brief statement that a fair and 
just settlement will be made, to more elaborate provisions 
in contracts for supplies and construction that cancella- 
tion costs will be based on an audit to be conducted by the 
contracting officer, and all costs incurred by the contrac- 
tor as a result of the cancellation will be given consider- 
ation. 

Cost-Plus-a-Fixed-Fee Contracts 

Under emergency conditions, the novelty of certain equipment 
required by the Government, lack of experience on the part of the 
prospective contractor either with the product itself or with the 
process of its manufacture, necessary employment of new and 
difficult or complicated manufacturing procedure, or the required 
expense of plants or production facilities may render it impossible 
for either the Government or the prospective contractor to arrive 
at a reliable cost estimate at the time the contract is executed. 
Under such circumstances, if the Government elects to insist upon 
a fixed price, sound business and elementary principles of self- 
preservation require the contractor to name one sufficiently high 
to protect himself against all contingencies. The considered 
opinion of those who have studied this problem most thoroughly 
is that its best solution is one under which the contractor may be 
insured against loss and the Government protected against undue 
profits and waste. This solution is known as the cost-plus-a-fixed- 
fee contract, largely used in the present emergency. The fixed fee 
for construction contracts is 6 per cent maximum, and for supply 
contracts is a matter of negotiation between the contractor and the 
Government. The contractor under this arrangement, will be re- 
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imbursed for his costs whether above or below the original esti- 
mate, but if his actual costs are less than estimated, the fixed fee 
payable will in no case be greater than the percentage specified in 
the contract. On the other hand, if the manufacturer’s costs are 
greater than estimated, he must be prepared to account for addi 
tional items of expense to the satisfaction of the Government audi- 
tors and agency with which he is dealing. 

In a standard supply contract designed for use by the Air Corps, 
it is provided that if the cost is less than estimated, the fee of the 
contractor shall be increased. The exact wording of this provision 
1 
i 


as follows: ‘Should the actual cost be less than the estimated 


ost revised as aforesaid, the Contractor shall be paid the fixed fee 
specified above plus 50 per cent of the amount by which the actual 
cost of furnishing all items falls short of the estimated cost revised 
as aforesaid; provided that the total fee, including any such sav- 
g to be paid the Contractor, shall not exceed 7 per cent of the 


estimated cost of the contract adjusted for authorized changes. 


l‘requently this type of contract contains a provision that a fixed 


| 


unit price may be negotiated after a certain number of units have 


been manufactured, the theory being that the contractor and Gov- 
ernment have both accumulated sufficient experience to justify the 
acceptance of a standard fixed price contract which is more ac- 
ceptable to the Government and, supposedly, to the contractor. It 
therefore behooves the manufacturer to be on his toes and to know 


his exact costs per unit at as early a point in the contract as 


l ete rminatt i f ® STS 


Che determination of costs under the cost-plus-a-fixed-fee type 
of contract must be in strict accordance with government regula- 
tions. These are covered by certain sections of the congressional 


measures authorizing expenditure of the amounts under which the 


‘ 
particular contract is authorized, plus a large body of Treasury 
Decisions and Income Tax Rulings which affect, either directly or 
indirectly, the computation of costs on this type of contract. It is 
} 
Ul 


vious that the manufacturer must be equipped with a satisfac- 
torily operating standard cost or job order system which may be 


difficult to develop on a product or on a type of war material that is 


quite foreign to his normal product. Nevertheless, the collection 
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and proration of these costs are a most important part of the pro- 
cedure under a government contract and should be arranged for 
in advance of actual operations so far as it may be possible. In 
addition to direct material and direct labor, charges must be segre- 
gated for any material or labor used for commercial production 
that the manufacturer may be carrying on simultaneously with the 
federal contract. A proportion of the overhead expenses, includ- 
ing the indirect labor and other expenses incidental to manufac- 
ture, and the general and administrative expense pertaining to and 
including the moving and rearrangement of existing equipment, 
and the installation of new equipment and appliances purchased 
by the Government or required by the manufacturer under the 
provisions of this contract, will be allowed. 

Premiums on performance and payment bonds and such insur- 
ance policies as may be required for the protection of the Gov- 
ernment, or specified by statute, and premiums on such public lia- 
bility, employer’s liability, workmen’s compensation, fidelity, fire, 
theft, burglary and other insurance as may be reasonably necessary 
for the protection of the manufacturer will be included in over- 
head if approved in advance. The following items may be in- 
cluded in overhead: payments under the Social Security Act; 
federal, state and local taxes or charges applicable directly to the 
items ordered; depreciation at fair rates on such property and 
equipment as is owned by the manufacturer and is being used in 
the performance of this contract; and, if approved in advance, 
royalties on patents used, including those owned by the manufac- 
turer ; rental charges paid by the manufacturer for productive util- 
ities used in connection with the order. Overhead shall not include 
contributions to charity and other gratuities; bonus payments 
based on profits earned by the manufacturer; inapplicable re 
search; appropriations to reserves for bad debts; excessive sal 
aries ; extraordinary repairs to buildings; discount to commercial 
customers; losses on other contracts; or other items properly 
chargeable to capital ; credit losses not satisfactorily accounted for ; 
expenses incurred in connection with the issue of new stocks or 
bonds ; and income and excess profit taxes. 

Depreciation rates will, of course, depend upon the ownership 
of the plant facilities. The details of facility contracts will be 
taken up later in this discussion. Depreciation on facilities by the 
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manufacturer may be taken at normal rates except that provision 
will be given to accelerated rates for second and third shift oper- 
ation. However, there are no definite rates or rulings on this sub- 
ject and the values used will be a matter of negotiation between 
the contractor and the Bureau of Internal Revenue. A commonly 
used depreciation rate for two-shift operation is I50 per cent of 
normal, and for three-shift is 200 per cent of the normal rate, but 
the schedules supporting the accelerated depreciation must be de- 
tailed and satisfactory to the government representatives and the 
Bureau of Internal Revenue. 
Facilities Contracts 

Out of an emergency fund made available to the President under 


the Act of June 1939, money has been provided for the con- 


7 
struction and allocation of new or enlarged facilities that may be 
authorized by the Army or Navy, if necessary to the early pro- 
duction of strategic materials or equipment. An emergency facility 
is defined as any facility, land, building, machinery or equipment 
completed after June 10, 1940. Application must be made within 
60 days after the beginning of construction and reports on the 
progress of construction shall be submitted monthly. The four 
types of financing developed by the Government for such facilities 
are specified as Plans I to 1V, respectively, and briefly may be de- 


scribed as follows: 


Pitan I. Under this plan, the plant facilities are constructed 
and paid for by the Government through the Quartermaster Gen- 
eral’s Department, and leased to the contractor who has supply 


contracts with the government. 


PLAN Il. This plan involves a contract between the contractor 
and the Government known as the Emergency Plant Facilities 
Contract, which provides what the contractor shall build and equip 
the plant and finance the same according to plans and specifications 
approved by the Government, and that the contractor shall be re- 
imbursed by the Government in sixty (60) equal installments, pay- 
able on the first of every month for sixty (60) months after the 
completion of the plant. After the contractor is totally reimbursed 
at the expiration of the sixty-months period, or at the expiration 


of the emergency, the Government then has the title to the plant 
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facilities and the contractor may obtain the title either by paying 
the Government the full cost of the plant facilities, less deprecia- 
tion, or by negotiating with the contracting officer for a price mu- 


tually acceptable to both parties. 


Pitan III. Under this plan, the contractor constructs and 
equips the plant and finances the same according to plans and 
specifications approved by the Government, and the contractor has 
title to the facilities after their completion. In order to be partially 


compensated for money spent by the contractor, he may amortize 


the cost in five (5) equal deductions from his gross income, there 
by saving the normal and excess profits taxes from that portion of 
his income, which is equal to one-fifth of the cost of the facilities 
each year for a period of five (5) years, or a greater percentage 
of the cost each year for a shorter period, in the event the emer- 


gency is over prior to the expiration of the five-year period. 


Pran IV. Under this plan, the Government constructs and 
equips the plant through the Defense Plant Corporation, financing 
the same by a loan from the Reconstruction Finance Corporation 
to the Defense Plant Corporation. The Government retains title 
to the plant facilities and leases them to the contractor—either for 
a nominal rental (in case the contractor is performing a contract 
with the Government or with a prime contractor of the Govern- 
ment, in neither of which there is any cost of facilities included 
in the supply contracts), or for a negotiated rental (in the event 
the contractor is performing a contract with some person other 
than the Government or a prime contractor of the Government, 
or in the event the cost of facilities is included in the supply con- 
tracts }). 

A modification of the above procedure allows the contractor to 
list any or all items of buildings, machinery or equipment acquired 
after June 10, 1940, as facilities necessary to the proper consum- 
mation of his contract. Such items must be noted on facilities cer- 
tificates and sent to the Government by way of the Army or Navy, 
who will authorize their necessity after inspection. Upon ap- 
proval of the certified equipment, the contractor may take five- 
year depreciation rates in preparing his income and excess profit: 


taxes, but may not use the same rates in his cost procedure. 
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In this type of contract, the contractor is required to furnish to 
the contracting officer a monthly statement certified as correct by 
the contractor and, at the close of each calendar year, an annual 
statement certified as correct by independent public accountants, 
showing in detail the amount, if any, expended during the preced- 
ing calendar month or year, respectively, in connection with the 
acquisition or construction of the emergency plant facilities. As 
promptly as possible after the completion of the acquisition and 
construction, the contractor must file with the contracting officer 
a statement, in detail, similarly certified by the independent public 
accountant and verified by the contractor, setting forth the total 
amounts expended in connection with each item of acquisition or 
construction. This statement is known as the “final cost certifi- 
cate.” The contract specifies in some detail which costs may or 
may not be included. 

The amount to be paid by the Government to the contractor shall 
be the total amount set forth in the final cost certificate. Provision 
is usually made for payment in sixty equal monthly installments 
following the completion of the acquisition, construction or in- 
stallation. 

It should be noted that in all of the above plans, the costs under 
a supply contract and the cost of capital expansion are separated, 
and the contractor is to be relieved of the risk involved in adding 
fixed assets, useful only for the emergency, to his estimate of ex- 
penses for the supply contract. 

It is necessary under Plan II to submit a Certificate of Non- 
Reimbursement with each invoice billed to the Government on a 
supply contract. This document states that the contractor has not 
been reimbursed for his costs under such contract for the addi- 
tional facilities required, though it may be that he is being reim- 
bursed separately under a facilities contract. At times, the division 
of facilities between capital assets and expendable equipment is 
very close and open to question. 

Priorities 

By executive order of the President, there was created on Janu- 

ary 7, 1941, the Priorities Division of the Office of Production 


Management to be composed of six members. The Priorities 


Board shall make findings and submit recommendations with re- 
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spect to the establishment of priorities, the placing of mandatory 
orders, the assignment of preference ratings, the allocation of de- 
liveries and other related matters. In making these findings and 
recommendations, the Priorities Board shall take into account gen- 
eral social and economic conditions and the effect proposed actions 
would have on the civilian population. The Priorities Board 
shortly issued a Priorities Critical List containing some 200 items 


which were considered to be of strategic military value and whose 


list was made industry-wide and it was effective in a voluntary 
manner only. It was shortly followed by orders for mandatory 
priority on aluminum, machine tools, magnesium, neoprene, com- 
mercial aircraft, zinc, potassium perchlorate, structural steel 
shapes, stainless steel, nickel and tungsten. 
Precedence among orders carrying identical ratings will be de- 
cided when necessary as follows: 
a. By respective dates of completion or delivery required. 
b. When delivery dates conflict, the date of placing the 
order will govern; that is, orders placed at an early date 


will automatically take precedence over later orders. 


Material which has been subject to industry-wide prior control 
and allocation by the Priorities Division of the Office of Produc- 
tion Management will be governed by specific orders from the 
Priorities Division which may to some extent modify the effect of 
precedence ratings previously issued. 

Recently I have received information that for the manufacturers 
of aircraft and aeronautical equipment, a Scheduling Unit has been 
established at Wright Field as an agency of the Aircraft Section, 
Office of Production Management. This until will control and allo- 
cate within the aircraft industries all aeronautical equipment and 
material of a critical nature which affect aircraft production. They 
will receive reports of shortages through the local Air Corps and 
Navy inspectors and handle all conflicts between the aircraft in- 
dustry and other industries insofar as possible. I simply mention 
this agency as an indication of what may be expected in other 
fields if priorities and shortages cannot be satisfactorily allocated 
through the Washington offices. 
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Escalator Clause 

A method of protection against cost changes on fixed-price con- 
tracts is the so-called “Escalator Clause.” Fixed-price contracts 
are normally the most desirable type, but as pointed out above, 
during periods of emergency and accelerated production, they 
may not be either the most expeditious or the most economical 
type of contract for the Government to use. lor example, in 
periods of advancing prices and rising wage costs, the contractor 
will of necessity allow for such contingencies in his quotations. On 
long-term contracts, the provision of an adjustment to the con- 
tract price, based on a nationally recognized index for labor and 
material, relieves the contractor to a major extent of providing for 
unforeseen contingencies in his original quotation and of protect- 
ing the Government as customer against unexpected decreases in 
the prices of material and labor costs. The Army and Navy have 
written sample escalator clauses into most of their recent long-term 
contracts, and the method of procedure is substantially as follows: 

The contractor determines a fixed perecentage of cost which is 
applicable to labor and another percentage for material. These 
amounts are then broken down by monthly or quarterly periods 
during the course of the contract, consideration being given to the 
fact that material must be purchased in advance of fabrication of 
the final product. A base month is then agreed upon between the 
contractor and the Government which is usually near the date on 
which the contract is signed. A Labor Index is selected from 
the list prepared monthly by the Bureau of Labor Statistics, U. S. 
Department of Labor, either for the particular industry concerned 
or for the larger group of durable goods or manufacturing indus- 
tries. A commonly used figure is the average hourly earnings 
which takes into account the provision of wage increases in a par- 
ticular industry and the overtime accompanying the stepping-up of 
the average work week to some figure greater than normal. Such 
index figure for the monthly or quarterly period will be obtained 
and calculations will be made of the rates of change of such figure 
for each period, in comparison with the average hourly earnings 
for the base month, and the average rate of change will be applied 
to the labor cost quota for the same period, the results being used 


as an increase or a decrease in the contract price. A clause is usu- 


1202 


June 15, 1941 N. A. C. A. Bulletin 





ally added to the effect that the predetermined value of labor cost 
for each period will be used as a basis, whether or not the actual 
labor cost expended by the contractor is above or below this basis. 

The index figure for material for each month or quarterly period 
of the contract is usually taken from a group index of wholesale 
prices compiled monthly by the Department of Labor and pub- 
lished in bulletins. Calculations are made of rates of change of 
such index numbers in comparison to the index number for the 
base month. The quotient is applied to the material cost quota 
for the subject period, the result being an increase or decrease in 
the contract price. On both material and labor escalation, there is 
frequently appended a maximum value of 15 per cent or 25 per 
cent change in total contract price. Provision is also made that if 
the material or labor indices are not acceptable to the Army or the 
Navy, any other method or index may be substituted that is con- 
sidered to reflect more equitably the actual changes in contract 


costs. 


Conclusion 

The forward motion of our military rearmament now reflects 
the increase in volume and velocity authorized by the Congress 
during 1940. Because of inherent inertia, the program is difficult 
to get started ; for the same reason its speed will increase each day 
if the outlook and earnestness of those who are at the helm remain 
alert and sensible. It is no easy thing to gear the tremendous power 
of American industry to any one effort and National Defense is no 
exception. But once geared, there is every reason to expect that 
rearmament will progress in increasing ratio from day to day. 

Recent statements by various heads of defense bureaus have 
been highly encouraging. The Government, influenced by its co- 
ordinators of production drawn from industry, has shown an ad- 
mirable tendency to compromise with the industries that are to 
support the Defense Program and to arbitrate their differences. 
Industry has a golden opportunity to expand its production and 
gain experience in diverse fields under protected conditions. Let 
us hope that our efforts will be fruitful and productive of greater 


national security. 
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ACCOUNTING FOR DEFENSE CONTRACTS 


By D. E. Browne, Chief Accountant, 
Lockheed Aircraft Corp., Burbank, Calif. 


TI‘HE present national emergency has brought the Government, 

in the form of a customer, to a great many business enterprises. 
Being confronted by the Government in this manner is somewhat 
new, and to many, startling. Most business men long ago recon- 
ciled themselves to the necessity of making periodic tax returns to 
various governmental subdivisions. They are becoming accustomed 
to the guiding hand of the Securities and Exchange Commission 
and to restraints on operation in the form of Wage and Hour 
Regulation, the National Labor Relations Act, and other regula- 
tory legislation, but when the Government comes to business as a 
buyer, still more government restrictions are encountered. 


Government Regulations 


These restraints which the Government imposes upon its sup- 
pliers are, to a great extent, not new. One bit of regulatory legis- 
lation in this field dates as far back as 1912. The National Defense 
Program has created no new legislation upon this subject—on the 
contrary, it has definitely limited the application of existent con- 
trols. The thing that has made this topic “Accounting for Defense 
Contracts” of such general interest, is the fact that Government 
buying, to meet national defense requirements, has become a large 
scale operation. Thus the devices which the Government has used 
to protect itself, have become widespread in application. 

Before going deeper into the subject, perhaps a definition of the 
purpose of this paper is in order. The problems attendant to the 
receipt of government orders are numerous. They run the gamut 
of the usual business problems (though usually upon a somewhat 
larger scale), such as financing, bidding, and the like, and also new 
difficulties such as the five-year amortization plan. Upon these 
problems no comment will be made. The topics relating to finance 
are outside the scope of this paper. 

Turning to the subject, the regulations with which business must 
cope were laid down by the Government in an attempt to ascer- 
tain the cost of the article or articles purchased. Armed with this 
data, the Government is in a position to limit profits upon future 
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orders. Indeed, in this fashion the Government may examine the 
vendor’s price structure, may question the proration of costs and 
place restrictions upon profit. 


Historical Background 

While it is true that government auditors were in the field be- 
fore the enactment of profit-limiting statutes and accompanying 
regulations, difficulties encountered by business were few until 
the passage of the Vinson Act in 1934. Government auditors, act- 
ing under contractual authority, examined the contractor’s records 
and extracted desired figures. These field examiners made sug- 
gestions from time to time concerning the methods of cost accu- 
mulation employed, and the prudent contractor took some cog- 
nizance of these suggestions. 

The passage of the Vinson-Trammell Act in 1934 provided the 
Government with the teeth necessary for enforcing its wishes upon 
the contractor. Until this Act, compliance with the Government’s 
wishes upon the subject of record keeping, had been to a great de- 
gree entirely voluntary. 

The effect of the Vinson Act was to restrict the allowable profit 
upon the construction of naval vessels and aircraft to 10 per cent 
of the selling price. Later, the Act was amended to include army 
aircraft and changed the allowable profit on aircraft to 12 per 
cent of the selling price. These profit limitations applied to con- 
tracts in excess of $10,000, with certain exceptions of contracts for 
the production of fire control and other scientific equipment. Regu- 
lations were promulgated setting forth the method of ascertaining 
the net profit. 

In the latter part of 1940, the Vinson Act was again amended. 
Through the passage of the Vinson Speed-up Bill, contract exemp- 
tions were raised to $25,000, and the profit limitations of 10 per 
cent and 12 per cent were cut to 8 per cent of the selling price, or 
8 7/10 per cent of the cost, whichever was lower. New regulations 
were issued by the Treasury Department describing the method of 


ascertaining the net profit. 
The Excess Profits Tax Law 


The profit limiting regulations of the Vinson Act were doomed 
to be of short life. The Government suppliers of the types of 
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equipment covered by the Act objected strenuously to their being 
singled out by what was termed “discriminatory legislation.”’ These 
suppliers were willing to have their profits limited to the same ex- 
tent as other forms of industry—many of which were current sup- 
pliers of government material. Probably an outgrowth of these 
objections was the current Excess Profits Tax Law. This law, as 
you know, places a universal excess profits tax upon all industry 
of a corporate form. Perhaps not so well known is the fact that 
included in this Act was a clause suspending the application of the 
Vinson Act upon any contracts which are entered into in any tax- 
able year in which the Excess Profits Tax provided in Subchapter 
E of Chapter 2 of the Internal Revenue Code is applicable, or 
would be applicable if the contractor or subcontractor, as the case 
may be, were a corporation. 

The Vinson Act still applies to contracts and subcontracts com- 
pleted prior to December 31, 1939. Those contractors or subcon- 
tractors operating upon a fiscal year commencing prior to January 
1, 1940, will still be faced with the problem of reporting upon com- 
pleted contracts until the close of their fiscal year in 1940. Because 
of this restricted application of the profit limitation section of the 


Act, no space will be devoted to its discussion. 


Regulations Regarding Cost Determinations Have Not Changed 

[he suspension of these limitations, however, has not brought 
about an elimination of difficulties encountered in attempting to 
follow the Treasury Department regulations issued upon the sub- 
ject. Those regulations which deal with the ascertainment of cost 
are still to be used. The Air Corps has utilized the regulations in 
question in its cost-plus-a-fixed-fee supply contract. This type 
of contract provides : 

“For purposes of determining the amount payable under 
this contract, allowable items of cost will be determined by 
contracting officers in accordance with regulations promul- 
gated by the Treasury Department in T.D. 5000 and ap- 


proved by the Secretary of War.” 


This type of contract will doubtless be widely used in the air- 


craft industry and through this entree find its way into the field of 
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subcontractors who make a practice of dealing with the aircraft 
industry. 

The contractor who has been accustomed to the accumulation 
of costs to individual sales orders or contracts will find no great 
difficulty in following the governmental concept of costs. Those 
contractors who have been accustomed to keeping their records 
in such a fashion as to accumulate only product costs will have, 
relatively speaking, more difficulty. The contractor who keeps 
product costs or costs other than contract costs will have difficulty 


because he will have to change his theory of cost accumulation. 
Treasury Decision 5000 


Treasury Decision 5000 prescribes no absolute standard for 
contractor’s books and records. On the contrary, it is quite lib- 
eral. It states: 


‘Books of Account and Records. 

~ “Tt is recognized that no uniform method of accounting can 
be prescribed for all contracting parties subject to the provi- 
sions of the Vinson Act. Each contracting party is required 
by law to make a report of its true profits and excess profits. 
Such party must, therefore, maintain such accounting records 
as will enable it to do so. Among the essentials are the follow- 
ing: 

1. “The profit or loss upon a particular contract or subcontract shall 


be accounted for and fully explained in the books of account sepa- 


rately on each contract or subcontract 


2. “Any cost accounting methods, however standard they may be, re- 
gardless of long continued practice, shall be controlled by, and be in 
accord with, the objectives and purposes of the Vinson Act and of 
any regulations prescribed thereunder 

. ' 


3. “The accounts shall clearly disclose the nature and amount of the 


different items of cost of performing a contract or subcontract.” 


In cases where it has been the custom in the past to use so- 
called “normal” rates of overhead expense or administrative ex- 
penses, or “standard” or “normal” prices of material or labor 
charges, no objection will be made to their use temporarily during 
the period of performing the contract or subcontract, if the 
method of accounting employed is such as to reflect clearly, in the 
final determination upon the books of account, the actual profit 
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derived from the performance of the contract or subcontract, and 
if the necessary adjusting entries are entered upon the books and 
explain in full detail the revisions necessary to accord with the 


facts. 


Costing Methods 

The underlying theory embodied in the regulations issued by 
the Treasury Department upon this subject is to determine “the 
actual cost of benefit to the Government.” This has been a long 
standing practice. This may mean that the contractor will have 
elements of costs which the Government does not recognize, and 
the contractor will be forced to look to his profit margin for their 
recovery. The Government makes no pretext of being interested 
in the peculiarities of the contractor’s capital structure or man- 
agement policies. 

The regulations are not intended to serve as a rule to be fol- 
lowed in all cases. The regulations are commenced with the 
sentence: “No definitions of the elements of cost may be stated 
which are of invariable application.” The Treasury regulations, 


orig 


iginally issued under the Vinson Act, are used as a guide by 
the army and navy contract auditors in their work in the field. 
[heir examinations are not restricted to those contracts covered 
by the original Vinson Act and current cost-plus-a-fixed-fee con- 
tracts. Their audits will extend to all sizable contracts. The au- 
thority for such examination will be found in the basic contract. 
\ typical example of this wording is this excerpt from a standard 
government contract: 

“Cost records—The contractor agrees to keep cost records 
in accordance with its own methods and practices of comput- 
ing costs of all expenses incurred by it in connection with the 
performance of this contract and such records shall be made 

available for inspection of the Contracting Officer or his rep- 
resentative after the completion or earlier termination of this 
contract. Such cost data shall be for the information of the 
Government, but shall in no way affect the contract price of 
the articles, spare parts, supplies or work covered by this 


contract.” 
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Those who have become accustomed to the usual income tax 
examinations will be amazed at the thoroughness of these con- 
tract examinations. If there was ever a detailed audit, the exami- 
nation received at the hands of the government contract auditors, 
is the closest approach to that curiosity. A thorough check is 
made of labor and material charged to individual contracts. Over- 
head charges are closely scrutinized and the method of allocation 
examined. 


Reasons for Higher Costs of Government Contracts 
In setting up accounts in which to record contract costs, it 1s 
well to realize the nature of charges to be incurred. The con- 
tractor will find, in all probability, that his costs in filling govern- 
ment orders will be proportionately higher than upon commercial 
orders. Among the reasons for these increased costs are: 
1. Rigorous supervision and inspection of orders. 
2. Working to delivery dates may mean an increased amount 
of overtime. 
3. Product specifications may call for finer tolerances and re- 
sult in higher quantities of spoiled and rejected work. 
4. Guarantee provisions may entail extra work after delivery. 


Regulations have been issued, the current issue of which is 
T. D. 5000, that outline the elements of cost. As stated before, 
these are not to be considered as of invariable application. These 
elements consist of : 

I. Manufacturing Cost 

A. Factory Cost 

1. Direct Materials 
This caption will include all materials which form 
a component part of the finished article or which 
are used directly in fabricating, converting or proc- 
essing such materials or parts. 

2. Direct Productive Labor 
This classification will include all factory produc- 
tive labor. If the contractor has been operating un- 
der a method of cost accumulation other than one 


designed to produce contract costs, he should take 


1209 








N. A. C. A. Bulletin June 15, 1941 





care in determining what is productive labor. Most 
definitions of productive labor express two ideas. 
First, the form of the product must be changed, and 
secondly, the labor so expended must be capable of 
distribution to the productive orders. It is this lat- 
ter concept that causes particular difficulty in de- 
termining what is productive labor. If the collec- 
tion basis is a shop order, in all probability supervi- 
sion of direct labor will be considered by a con- 
tractor to be indirect because, if for no other 
reason, a satisfactory basis of allocation cannot 
easily be determined. The Government basis of 
segregation is to contract—and such labor can be 
charged directly to the contract, though it cover a 
multitude of shop orders and may be shown as di- 
rect labor. 

The Government, its agencies, bureaus and repre- 
sentatives are overhead conscious. Indeed, some 
business men have represented the picture in this 
respect as being one in which the Government would 
rather pay $10.00 for an item that consisted of $8.00 
direct costs and $2.00 indirect costs, than $8.00 for 
the same item which contained cost elements con- 
sisting of $4.00 direct costs and $4.00 indirect costs. 
The problem is not solved with the determination 
to charge all government costs directly to the gov- 
ernment contracts in process. If such a choice is 
made, then the comparable costs attributable to other 
contracts in process should be likewise reflected as 
direct costs. If this is not done, the contractor must 
be careful not to charge as an item of overhead, 
such costs to government contracts in process. 

Direct Engineering Labor 

This will include the cost of any engineering design 
time currently expended in the design of the product. 
Miscellaneous Direct Factory Charges 


This will include such items as royalties chargeable 


directly to the contract. 
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5. Indirect Factory Expenses 


Included under this heading will be such charges 

as: 

a. Labor 
Supervision, inspection, servicing departments, 
labor, tool crib, etc. 

b. Material and Supplies 
Perishable tools, shi p fuel, etc. 

c. Service Expenses 
Includes heat, light, power, telephone, etc. 

d. Fixed Charges 
This caption will include the usual charges of 
this nature such as depreciation, rent, insurance, 
taxes, and the write-off of special facilities ac 
quired primarily for the contract. 

e. Miscellaneous Indirect Factory Expenses 
Includes welfare expenses, social security taxes, 


accidents, compensation insurance, etc. 


Indirect Factory Expenses 


Indirect factory expenses are ordinarily distributed upon the 


basis of direct factory labor. 


I 


> 


). 


OTHER MANUFACTURING CosT: 

Charges made to this classification will include amorti 
zation of patents, and the write-off of unliquidated ex- 
perimental and development charges. 

The handling of this latter type of cost is one of the 
most difficult problems in the field of contract account- 
ing. 

If the contractor followed, as a normal procedure, the 
practice of charging all development costs to profit and 
loss as incurred, and later sold the product resulting 
from such labor to the Government, it seems obvious 
that the expense of such development, though previously 
charged off, should be considered to some extent ,a 
proper charge to be included in the cost of the pre duct. 
In fact, if this was not done during the period of the 


operation of the profit limiting features of the Vinson 
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Act, the contractor was liable to find himself in the 
position of paying excess profits taxes because of his 
failure to include such allowable items as an element of 
cost. 
Current practice calls for charging these costs to in- 
ventory or deferred charges, as incurred, and keeping 
them upon the books until the charges thus accumulated 
are completely written off against the sales of the prod- 
uct or until all reasonable hopes of recovery are aban- 
doned. 
Che regulations on this point state: 
‘In case experimental and development costs have 
been properly deferred and capitalized, and are amor 
tized in accordance with a reasonably consistent plan, 
a proper portion of the current charge, determined 
by a ratable allocation which is reasonable in consid- 
eration of the pertinent facts, may be treated as a 
cost of performing the contract or subcontract. In 
the case of general experimental and development ex- 
penses which may be charged off currently, a reason- 
able portion thereof may be allocated to the cost of 
performing the contract or subcontract. If a special 
experimental or development project is carried on in 
pursuance of a contract, or in anticipation of a con- 
tract which is later entered into, and the expense is 
not treated as a part of general experimental and 
development expenses, or is not otherwise allowed as 
a cost of performing the contract, there clearly ap 
pearing no reasonable prospect of an additional con 
tract for the type of article involved, the entire cost 


nay be allowed as a part of the cost 


of such project 


of performing the contract.” 


Miscellaneous Direct Expenses 


Cost of installation and construction. These charges 
re usually incurred prior to completion of the purpose 


of the contract, but after delivery of the article or 
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B. Sundry Direct Expenses 
Charges to this category of expense will include per- 
formance bond or other surety bond premiums, freight 
or shipment or other delivery charges, demonstration or 
test expenses, traveling expenses, wind tunnel or tow- 


ing basin expense, etc. 


III. General Expenses 
\. Indirect Engineering Expense 
Charges of this nature should be broken down to show 
the following elements: 
1. Labor 
This will include reasonable fees of consulting engi- 
neers, compensation of engineering employees, etc. 
2. Material 
Includes drafting supplies, paper, ink, etc. 
Miscellaneous 


w 


This would include maintenance and repair of en- 
gineering equipment, purchases of blueprinting serv- 
ice, etc. 

Engineering overhead is ordinarily prorated against or- 

ders upon the basis of direct engineering labor. 

B. Selling and Distribution Expenses and Administrative 

Expenses 

This classification will normally include: 

1. Compensation of employees for services. Includes 
officers, clerical help, etc. 

2. Bidding and General Selling Expenses 
This is a proper charge only when used in lieu of 
direct charges with respect to the type of expense. 
Consideration should be given, if necessary, to the 
different classes of articles produced. 


Servicing Expenses 


w 


This will include adjustments, in the field, of minor 
defects in the completed article. 

;. Other Expenses 
This will include postage, stationery, office supplies, 
social security taxes, depreciation of office equip- 


ment, etc. 
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Che basis of distribution of these charges is ordinarily 
total manufacturing cost plus miscellaneous direct ex- 


penses incurred during the period of the contract. 


IV. Guarantee Expenses 
This will include all charges incurred in making good any 


guarantees. 


The foregoing breakdowns of elements of costs cover the seg- 
regation of allowable costs. 
\s a general statement of policy with respect to the application 
of overhead, the regulations state: 
“No general rule applicable to all cases may be stated for 
ascertaining the proper proportion of the indirect costs to be 
allocated to the cost of performing a particular contract or 


subcontract. Such proper proportion depends upon all the 


facts and circumstances relating to the performance of the 
5 
particular contract or subcontract. Any basis used is sub- 


ject to the requirement that all items which have no relation 
to the performance of the contract or subcontract shall be 


eliminated from the amount to be allocated.” 


Unallowable Costs 
The regulations provide that certain costs shall not be included 
as a part of the cost of performing a contract or subcontract, or 
considered in determining such cost. These unallowable items 
include: 
1. Entertainment expenses. 
2. Dues and memberships of other than regular trade associa- 
tions. 

3. Donations (except contributions to local charitable or com- 
munity organizations to the extent constituting ordinary 
and necessary business expense. ) 

1. Losses on other contracts. 

Profits or losses from sales or exchanges of capital assets. 

6. Extraordinary expenses due to strikes or lockouts. 


‘ines and penalties. 


8. Amortization of unrealized appreciation of values of assets. 
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10. 


Il. 


13. 


14. 


~ 


15. 
16. 


17. 
18. 
19. 
20. 


Expenses, maintenance and depreciation of excess facili- 
ties, including idle land and buildings, idle parts of build- 
ings, and excess machinery and equipment, vacated or 
abandoned, or not adaptable for future use in performing 
contracts or subcontracts. 

Increases in reserve accounts for contingencies, repairs, 
compensation insurance (except as provided in the regula- 
tions with respect to self-insurance) and guarantee work. 
Federal and State income and excess profits taxes and sur- 
taxes. 

Cash discount earned up to one per cent of the amount of 
the purchase, except that all discounts on subcontracts sub- 
ject to the Act will be considered. 

Interest incurred or earned. This is not to be construed 
as preventing a charge for reasonable interest, not to ex- 
ceed four per cent, if the interest was actually paid on in- 
debtedness incurred for the acquisition of emergency plant 
facilities or for the working capital necessary for the oper- 
ation of such facilities. No allowances will be made un- 
less separate bank accounts for the funds are kept. Such 
interest charges are to be considered as indirect factory ex- 
pense and prorated to the contracts. 

30nd discount or finance charges. 

Premiums for life insurance on the lives of officers. 
Legal and accounting fees in connection with reorganiza- 
tions, security issues, capital stock issues and the prosecu- 
tion of claims against the United States (including income 
tax matters). 

Taxes and expenses on issues and transfers of capital stock. 
Losses on investments. 

Bad Debts. 

Expenses of collection and exchange. 


Recognition of Profits and Progress Payments 


So much for the elements of costs. Two other problems remain 
for consideration. The first of these concerns the time at which 
profit upon the order shall be recognized. The most satisfactory 
basis would normally be to wait until completion of the order. If 
the order is large and deliveries are spread over more than one 
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year, complications with the “Declared Value Excess Profits Tax” 
are likely to be encountered. It may be feasible in these cases to 
take up the estimated profit upon a unit basis as deliveries are 
made, or if no deliveries are to be made until completion, upon the 
basis of the estimated percentage of completion. 

The other problem concerns the treatment of progress pay- 
ments. The decision as to whether the procedure outlined in some 
contracts covering the application for progress payments is to be 
used, is a matter for the financial officer of the contractor to de- 
cide. An accounting problem is created by the receipt of such 
payment. 

The Government is prohibited by statute from paying for 
articles purchased prior to delivery. Hence in order to validate 
the partial or progress payment procedure, it is necessary for the 
title to such material to be transferred to the Government. The 
value of such material so transferred should be indicated upon 
the balance sheet and the payments received shown as a deduction 
therefrom. Because these partial payments are made against ad- 
ministrative and selling expense as well as manufacturing costs, 
some contractors have followed the practice of carrying all of 
these elements of cost as inventory items. 

This transfer of title has been the subject of litigation in the 
State of California. The various county assessors would like very 
much to assess personal property taxes upon the value of such 
material, but the courts have restrained such action. Last year, 
the assessors taxed the possessory interest in such personal prop- 
erty, but apparently without any authority for such action. The 
county assessors are presently sponsoring a measure before the 
state legislature which will enable them to assess a personal prop- 
erty tax upon the value of the possessory interest of the contractor 
in such material. 


Labor Laws 

There is a definite need for the contractor or subcontractor to 
familiarize himself with the application of various labor laws, con- 
tract laws, etc., which apply to government contracts. These in- 
clude: 
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1. The Walsh Healey Act. 

The Federal Eight-Hour Law of 1912. 

(This was suspended by the Vinson Speed-up Bill) 
The Buy American Act of 1933. 

The Bacon Davis Act of 1935. 

The Kick-Back Statute of June 13, 1934. 


N 


Wb & 


The adherence to the requirements of these laws is largely a 
matter of management policy and not of absolute concern to the 
cost accountant. Because of the limitation of space, no further 
mention of these other problems may be made. 

In closing, one thought should be made clear. If you are sup- 
plying the Government with any type of material, do not fail to 
learn the rules of the game. The penalties are high, and the re- 
turn is low. To fail to give the proper consideration to the prob- 
lems which arise from dealings with the Government, will surely 
leave the contractor in a vulnerable position. 
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SECRETARY’S CORNER 


The purpose of this section of the Bulletin is to provide a means 
of direct communication between the Secretary and the members 
of the Association. The opinions expressed and the ideas advanced 
are not in any sense to be considered expressions from the Asso- 
ciation. I am always glad to have comments from members of the 
Association on any material presented.—S. C. M. 











I am sure you will be relieved to know that this is the final chapter of 
the travelogue of that massive maestro of voluble versatility, Victor H. 
(high octane) Stempf and his little trailer. This time we add Columbus, 
Cincinnati, Dayton, Pittsburgh, and Greenwich. It would appear according 
to our records that we have now visited jointly or severally fifty-eight chap- 
ters since last August and contacted seven other chapters through joint 
meetings, leaving only Brooklyn and Hawaii to rest in peace. We plan to 
disturb Brooklyn in June if we can get our passports, but I am afraid we 
can only wave the hand to Hawaii. It has been a tremendously inspiring 
experience for both of us. We had no idea of carrying out such a plan 
when we started in August, but one step led to the next and the chapters 
were all so cordial in their receptions that we just kept on going. We 
must frankly confess that when it was over and we took stock we were 
surprised at the territory it had been possible for us to cover. It was 
strenuous but the compensation more than repaid us for the effort. One 
thing which is deeply impressed in the memories of both of us is the uni- 
versal kindness and consideration which was extended to us by every 
chapter we visited. 


Our visit to Columbus was timed to coincide with the Fourth Annual 
Institute of Accounting under the auspices of the Accounting Department 
of The Ohio State University. The Columbus board meeting was held 
Thursday evening. It was another of those inspiring sessions of which 
we have had so many—excellent attendance, a conference which lasted 
until almost midnight. Again we found a chapter which draws much of 
its success from the loyal and continued support of its past presidents. 





I wish I had space to deal adequately with the Institute of Accounting 
which was held Friday and Saturday. These Institutes, of which this was 
the fourth, are organized and conducted by the Accounting Department of 
Ohio State University. I believe they originated the idea which has been 
adopted by a number of other colleges and universities. At Ohio State 
the program is concentrated on industrial accounting. Because the major 
theme is industrial accounting, we were invited to co-operate at the begin- 
ning, and we have gladly given all the support we could to these annual 
conferences. We believe they are making a substantial contribution to the 
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science of industrial accounting. They are largely attended by N.A.C.A. 
members; in fact they are like junior conventions. Out of an attendance 
of about four hundred and fifty, close to ninety per cent were members of 
N.A.C.A. from the Columbus territory and adjoining chapters. 


The question has been raised as to whether or not these conferences, if 
held in considerable numbers, might interfere with attendance at our national 
conventions. I do not think so, but even if they did, what difference would 
it make? The object of our conventions is not merely to bring a lot of 
people together, but to render some service of value to those who do come. 
If we can achieve the same purpose through co-operation with other 
organizations which have the same objectives, it would seem that we are 
extending our own purposes. 


Many members of the National Board and the Spot Club participated in 
the program. I hope I have the list complete. If not, my alibi is that I 
checked it with our President and our immediate Past President. There 
were present Logan Monroe of Cleveland, William Boyle of Syracuse, 
William Marsh of Pittsburgh, Howard Knapp of Cincinnati, Eric Camman 
of New York, Vic Stempf of New York, Charlie Reitell of New York, 
Bobbie Pierce of Detroit, and Harvey Stonehouse of Detroit. They all 
participated in the program. Their contributions were a credit to themselves 
and an honor to the N.A.C.A. 


These accounting institutes may become a valuable factor in the develop- 
ment of industrial accounting although they are not all conducted as 
efficiently as the one at Ohio State. If this idea is going to be devolped, it 
would appear desirable to have some sort of co-ordination to avoid con- 
flict of dates and insure adequate planning and constructive co-operation 
on the part of our chapters. It would seem to me most wasteful to invest 
all the time and effort which goes into the organization and conduct of 
one of these conferences unless a substantial return in attendance and edu- 
cational benefit can be achieved. We must give an orchid to Russ Willcox, 
who was Chairman of this Institute, and to his associates who have handled 
prior Institutes; Jake Taylor, Herman Miller, Joe Heckert, and Dean 
Weidler, for these excellent conferences, and express our appreciation to 
President Bevis of Ohio State for his personal interest. 


* * * * * 


From Columbus we moved on to Cincinnati where we had a meeting of 
the Cincinnati Chapter board under the leadership of our old friend, Fred 
Westergaard, whom many of you will remember from convention days 
and who was President of the Cincinnati Chapter during the year just 
closed. It was an excellent meeting, typical of what we have encountered all 
year. 

In Cincinnati Vic received a telegram which made it necessary for him 
to fly to Washington to testify in a patent suit. Howard Knapp volunteered 
to pinch-hit for him and cover Dayton with me. In Dayton we not only 


1223 








N. A. C. A. Bulletin June 15, 1941 





had a board meeting but a chapter meeting. The board meeting was par- 
ticularly satisfactory. In all of our conferences this year Vic and I have 
been mentioning the operating methods of Dayton Chapter as a model. 
Sometimes we have been afraid that we were going too far. Renewed con- 
tact with the Dayton Chapter board and observation of their procedures, 
however, convinced us that we had not exaggerated. The distinguished 
record of the Dayton Chapter is no accident. It is the direct result of 
thoughtful organization and sound management. In the evening we had a 
chapter meeting with Roy Hall of Fort Wayne Chapter as the principal 
speaker. Mr. Hall interrupted his vacation in order to make this talk. It 
was an excellent contribution to the importance of accountancy in manage- 
ment. It would have been an unusually splendid meeting if I had not 
undertaken to participate in the discussion. I publicly offer my apologies 
to Mr. Hall for confusing the issue. 

There was a tremendous attendance at Dayton. As a matter of fact, 
they had them standing in the aisles and many of my dear old friends of 
the early days were present. I wonder if those oldtimers realize how much 
I appreciate their friendly welcome. 

From Dayton I went to Pittsburgh. We had another excellent board 
meeting and a very cordial reception in spite of the fact that I have been 
neglecting Pittsburgh for a number of years. This was another of those 
meetings which ran for many hours, and I barely caught my train for New 
York. Judging from the personnel of the Pittsburgh Chapter board and 
the keen interest which they evinced in our discussions, I think you are 
going to hear things from this Chapter within the next few years. 

Back to New York for a National Board meeting which was one of the 
largest attended May meetings we have had for a number of years. 

Then Vic, Miss Shaw, and I, accompanied by the newly elected Presidents 
of the Brooklyn and New York Chapters, Dick Gunzer and Marshall Gran- 
ger, attended a board meeting of the Greenwich Chapter which was quite up 
to standard. Greenwich Chapter has the distinction of occupying the 
smallest territory of any chapter in the Association. That is probably an 
asset rather than a handicap. While it will never be a large chapter, they 
will always have that great advantage of intimate contact with one another. 

That is the end of the story, except for Brooklyn and Hawaii. I am 
quite sure that Vic shares my regret that the tour is over. 


* * * * * 


As Vic and I review our experiences of the past year, we are impressed 
by the high percentage of efficiency among the chapter officers and directors 
with whom we came in contact. Certainly well over ninety per cent of 
these men were earnest, intelligent, and efficient. We have more than seven 
hundred men in the chapter offices and in a group as large as that there 
are bound to be some weak sisters. One night at a chapter board meeting 
the report of the Vice President in charge of Stevenson Trophy points 
indicated that one department was noticeably below budget and the other 
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directors were putting this director on the spot because most of the points 
had been lost through failure to report activities actually accomplished. His 
main defense was that he did not know he was supposed to make the re- 
ports, although it is stated definitely in the section of the Manual which he 
received and repeated in several memoranda which had been addressed to 
him during the year. As I listened to the boys pouring on the heat there 
came to my mind a baseball story which I think is one of the best. I can- 
not vouch for its authenticity but true or false it has always given me 
a chuckle. It seems to me to apply to this case. Stop me if you have 
heard it. 

When Wilbert Robinson was managing the old Dizzy Dodgers years ago, 
they were engaged one day in a contest with the Cardinals. The Cards 
had a man on first with nobody out and everything was set for the hit and 
run. Robbie signaled the pitcher for a pitch-out but he paid no attention 
and proceeded to pour one down the groove which the batter promptly 
hoisted into right field for a single, the runner going to third. Robbie was 
furious. When the inning was finally ended, he turned his famous and 
lurid rhetoric loose on the poor pitcher. The pitcher very chagrined said, 
“Robbie, I’m sorry about the whole business. I did not realize that there 
was a man on first.” Whereupon Robbie called the whole squad together 
in the dugout and said, “Now listen, you guys, this has gone far enough. [ 
have overlooked your bone-head errors, your failure to hit in the pinches, 
your breaking training and all the rest of it, but this is too much. I will 
not stand for your keeping secrets from my pitchers.” Moral: There is 
no excuse for a man to fail to realize what his responsibilities are as a 
chapter director. There are no secrets. 

* * * * * 


We have had many interesting situations in our friendly Association as 
the years have rolled by, such as men who have served two chapters as 
President, men who have served two chapters as Secretary, father and son 
combinations, a mother and son combination, and I think it will be only a 
short time before we have a grandfather and grandson combination. To 
the best of my knowledge, however, here is something new. We have a 
brother who has succeeded a brother as President of a chapter. Howard 
Knapp, the big brew-master from Cincinnati, was the second President of 
the Newark Chapter in 1930-31. Afterwards he moved up to the National 
Board and served as National President in 1939-40. Now his brother, Bill, 
has been elected President of the Newark Chapter for the current year. 
There is another interesting coincidence in connection with this situation. 
When Howard was President of the Newark Chapter, he was, if my 
memory serves me, Controller of Waitt & Bond, Inc., and that is the posi- 
tion which his brother, Bill, occupies today. I have known both of these 
boys for many years, but I frankly confess I do not know which is the 
older. Howard has snow-white hair, but I think Bill looks just as old. 
Perhaps, like Jimmy Durante, he worries. I hope he will have no worries 
during his administration as President of Newark Chapter this year; and I 
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also hope that his program director will arrange to have Howard address 
the Chapter. It would be an interesting episode to have brother introduce 
brother. 

* * * * + 

This is my last communication to you before the Convention, and I 
should like to take this opportunity to extend an invitation to all of you 
to make a visit to headquarters during the Convention. Our headquarters 
offices are just a few blocks from the Waldorf-Astoria Hotel. I hope you 
do not all accept this invitation at the same time because we would be 
swamped. I sincerely think it would be a good thing for the Association 
if the men active in the operation of our chapters could arrange to pay 
a visit to headquarters and become personally acquainted with the way the 
machinery operates. Many of the little problems which arise each year 
would never occur if all of our chapter officers were familiar with the way 
in which operating detail is handled. We are going to keep the head- 
quarters organization intact during the convention, with the exception of 
Miss Shaw, Dr. Marple, and myself. The rest of the staff will be there 
and glad of the opportunity to explain to you the way in which the operating 
details are conducted. 

I shall also maintain office hours at the Convention, and I hope to see 
many of you there. Because my time is rather limited, I shall appreciate 
it if you will make appointments at the convention secretary’s office. 

In connection with the convention this year, we are going to ask you by 
means of a questionnaire to give us your ideas on how our conventions may 
be improved in future years. We can modestly say that we have met with 
reasonable success, which has been based upon the good advice and con- 
structive suggestions of many men. If we are going to maintain our repu- 
tation in years to come, it must be based on the same foundation. We want 
your constructive ideas and your thoughtful observations. 

Incidentally, the golf tournament is to be held at Wing Foot, where 
Craig Wood, who has just won the National Open Championship, is the 
professional. He is an old friend of mine. We went to Hawaii together 
in 1928 for the Honolulu Open in which he finished second. I think per- 
haps we might induce him to hit a few shots for our entertainment. In 
any event, I am sure our golfing members will be glad to meet him during 


the tournament. 
Doc. 
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Report of the National Board Meeting 











The May meeting of the National Board was held in the form of an outing 
at the Apawamis Club, Rye, New York. President Stempf presided at the 
Board meeting which followed an afternoon of golf and indoor sports, and 
in the course of his report mentioned that during the year he had been able 
to visit 55 of the 67 chapters and had made contact with seven others 
through the participation of their officers and directors in regional con- 
ferences. At this meeting another chapter was added to the N.A.C.A. 
family with the granting of a charter for a new chapter in Reading, Penn- 
sylvania, in territory released by the Lancaster Chapter, 

The Board spent some time in discussing the Study Group activities of the 
Association, receiving considerable help and advice from chapter presi- 
dents who were present as members of the Advisory Council. The result 
of this discussion was to emphasize again the value of this activity and 
to provide the Board with a good indication of the interest in the educational 
program. 

In his report as Director in charge of Member Attendance, Mr. McCully 
stressed the importance of chapter programs of industrial accounting topics 
geared to the times as a primary factor in member attendance at chapter 
meetings. His suggestions in this respect met with the hearty approval 
of the Board, with the result that it was moved and carried that his report 
be forwarded to the chapters for their guidance in the formulation of 
programs for the coming year. 

The Convention Technical Program Committee reported a full slate of 
speakers and discussion leaders for the forthcoming convention and re- 
ceived a vote of approbation from the Board for their work in organizing 
a program of such great current interest. 

The next meeting of the Board will be held in connection with the Con 
vention on June 26. 
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Authors of Manuscripts Received 











We are indebted to the following N.A.C.A. members for manuscripts 
submitted during May and made available for possible publication in the 
N.A.C.A. Bulletin. Because of space limitations and duplications in the 
areas covered, it will not be possible to publish all articles submitted 
This means is taken to acknowledged the Association’s indebtedness to the 
following : 

C. B. Appte, Newark Chapter 

C. G. Bartos, Peoria Chapter 

Lucian F. BLoopwortH, Birmingham Chapter 
CLARENCE C, Brown, Cleveland Chapter 
Curnton L, Bunn, Lehigh Valley Chapter 
E. H. Ditton, Erie Chapter 

Frep H. Ey er, Tri-Cities Chapter 
Epwarp J. HANLEY, Pittsburgh Chapter 
C. A. Horner, Nashville Chapter 

Cuas. R. Israet, Indianapolis Chapter 

R. E. Jacke, Richmond Chapter 

I. WayNeE Ketter, Lancaster Chapter 
Grant R. Lounes, Dayton Chapter 

H. J. Myers, Fort Wayne Chapter 
LAWRENCE J. Ruccrero, Brooklyn Chapter 
J. E. Scuuttz, Detroit Chapter 

S. P. Stump, Akron Chapter 

Systems CoMMITTEE, New York Chapter 
Frep C. THurston, Worcester Chapter 
Lesytige R. VAN Duyne, New Hampshire Chapter 
Cuas. J. Wetcu, Houston Chapter 
Harotp S. Wonson, Boston Chapter 
Jonn J. Wratnn, Hartford Chapter 

We are also indebted to the following individuals who are not members 
but have contributed articles through the publications directors of the 
chapters indicated : 

M. A. BruMBAUGH, submitted through Buffalo Chapter 

Lee R. CArFFee, submitted through Cincinnati Chapter 
RicHarp R. Core, submitted through Los Angeles Chapter 
Ww. GoLpperc, submitted through Denver Chapter 

J. Westey Huss, Jr., submitted through Rockford Chapter 

F. Le Roy HutcuHins, Jr., submitted through Baltimore Chapter 
H. N. Kampu, submitted through San Francisco Chapter 

E. R. Parker, submitted through Toledo Chapter 

L. METCALFE WALLING, submitted through New Haven Chapter 
A. E. WEROLIN, submitted through Greenwich Chapter 

R. M. WoopHam, submitted through Harrisburg Chapter 
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Chapter Meeting Write-Ups and News Notes 











AKRON 

The last regular technical session of the Akron Chapter was held Tues- 
day, May 20, at the Akron City Club. 

This was an especially interesting meeting. F. A. Terpe, Past President 
of the Akron Chapter, conducted the technical session which was of a 
novel nature, being conducted in the form of an “Information Please” 
program. 

Mr. Terpe presented a series of questions dealing with general account- 
ing and cost accounting. The members and guests were divided into two 
sections, each of which submitted a group of questions. As an additional 
incentive to obtaining the highest score, the winners are to be treated to 
a free trip to a major league baseball game by the losing side. Mr. Terpe 
was kind enough to stipulate in the beginning that the decisions of the 
judges were final. 

We suggest something of this nature to any other chapter that would 
like to conduct a novel and interesting program. 


ALBANY 

The year’s activities of the Albany Chapter were brought to a close 
at the meeting held at the Wellington Hotel on Tuesday, May 20. This 
was a joint meeting with the Retail Credit Association of Albany. 

As a fitting conclusion to a most successful year, we had as our speaker 
a fellow member, Robert V. Cox, Secretary-Treasurer of the H. S. Barney 
Co. of Schenectady, N. Y. Bob is well known in the retail business field of 
New York State and certainly lived up to his reputation as he expounded the 
practices and importance of “Cost Accounting for Retail Industries.” 

President Whitbeck presented his report for the past year and introduced 
President-elect Luther Warner and the newly elected officers. The 
membership unanimously paid tribute to Past-President Whitbeck and last 
year’s officers (your scribe refuses to stick his neck out by calling them 
“old’) for giving their utmost time and effort during the past year. 

Stanley Blair has been appointed Controller of Cluett, Peabody & Co., 
Inc. 

John M. Howell has been appointed Works Manager of the Schenectady 
Works of the General Electric Company. 

And, comes word that our President, Luther Warner, has now taken 
on his new duties as Works Accountant of the General Electric Co. at 
Schenectady. 

Regular monthly technical sessions being over for the summer, the 
officers and directors have started on the task of formulating plans for 
next year. The first meeting was held in Albany at Keeler’s Restaurant 


on June 3. 
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ATLANTA 

The dinner and theatre party of May 28 was a success, and everyone 
enjoyed the afternoon. The ladies just seem to add something to any 
party, and we are happy to report that approximately thirty accountants 
and their wives attended this event. 

The new officers for the coming year have been elected, and the Nominat- 
ing Committee is to be congratulated. 

The following are members of the 300, 200, and 100 per cent club: 

300 Per Cent Club: J. R. Walters, H. W. Cothran, Roy Spitler, and 
K, T. Rudd. 

200 Per Cent Club: Russell Baker, C. D. Harrison, and F. C. Hill. 

100 Per Cent Club: Jim Anderson, A. P. Butler, M. Fortney, R. C. 
Johnstone, D. A. Ratliff, J. O. Shuford, P. W. Christian, Clifford Booker, 
and Chas. D. Brownlee. 


BALTIMORE 

The members of Baltimore Chapter and their friends visited The Hendler 
Creamery Company on May 17. George Kommelin, one of our members 
and an employee of Hendler’s, did much to make the visit a profitable 
and pleasant one. After learning how ice cream was made, refreshments 
were served by The Hendler Co. Jimmie Jones says he was only trying 
to show how much he enjoyed their product, but take my tip and never 
offer to buy Jimmie all the ice cream he can eat. 

Our membership turned out in fine style for the regular meeting of the 
month. Frederick C. Elstob, Assistant Secretary of The International 
Business Machines Corp., closed our year with a paper on “The Value 
of the Accountant in Cost Reduction.” This subject was a fitting close 
for our program which was devoted principally to “Cost Reduction.” The 
election of officers and directors was also held at this meeting. 

June is a big month for the Baltimore Chapter. We were invited to 
participate in The Regional Conference of the Certified Public Accountants 
of the Middle Atlantic States held at The Lord Baltimore Hotel on June 5, 
6 and 7. And now there is the National Convention in New York. We 
are expecting to have a large number attending. 


BINGHAMTON 

At the May meeting held at the Hotel Carlton, A. D. R. Fraser, Secre- 
tary of the Rome Cable Corp., with his talk on “Employees’ Profit 
Sharing,” brought to a close one of the most successful years this Chapter 
has enjoyed. 

The election of officers for the coming year was held at this meeting. 

The highlight of the evening was the pay-off of the wager between 
MacQueen and Don Duvall. Mac, the Scotchman, won hands down, and 
the only satisfaction Duvall had was to know that Mac had to count the 
500 loose pennies. 
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BIRMINGHAM 


Our own Neill Hutchings can now qualify as an illustration of that old 
proverb about the rolling stone, for after his recent operation for the 
removal of a kidney stone, when they showed him the “rock,” his com- 
ment was: “Yep, no moss!” However that may be, we’ve certainly missed 
the boy during his sojourn in the hospital, but we're glad to report that 
at this writing all indications are that he'll be back struggling with that 
old gold score ere long. 

The much publicized picnic finally came off—and we believe that Jim 
Brownlee (with the able assistance of Tom DeJarnette) was fully repaid 
for his efforts in making all the necessary plans. 

The May dinner-meeting was dedicated to the proposition that all past 
presidents must have a night, and honor was paid to the men who have 
been at the helm of the Chapter since its organization. Two of said past 
presidents, C. M. Jesperson and Harris Saunders, were signally honored 
by being allowed to hold the floor as discussion leaders on the subjects of 
“Accelerated Depreciation” and “How to Be Yourself in Accounting.” 
They both did themselves proud. 

To conclude the year’s program, part of the dinner-meeting was devoted 
to the election of officers for the coming year. Dozier Arnold retired as 
Prexy, turning over to James L. Brownlee the head man’s gavel. 


BOSTON 


At the final technical meeting of the season Boston Chapter had as its 
main speaker one of its own members, Harold S. Wonson, Controller, 
Commonwealth Shoe & Leather Company of Whitman, Mass. Discussing 
“Predetermination of Unit Costs in the Shoe Industry,” Mr. Wonson 
described the procedures involved in developing the standard cost catalogues 
which comprise hundreds of items of costs covering materials, labor and 
overhead expenses. He further outlined the methods employed in arriving 
at the cost of each type and style of shoe. Mr. Wonson’s talk stimulated 
an interesting discussion period. 

On Tuesday evening, May 20, Boston Chapter held its annual dinner- 
dance at the Hotel Kenmore. After a cocktail hour and a splendid dinner, 
retiring President Tucker presided at a short business meeting which ended 
in the election of the new officers. The incoming President, John W. Scarr, 
called upon Tom Carroll who represented the Chapter in presenting a very 
beautiful pair of desk pens mounted in a green onyx base, with a gold 
plate expressing the appreciation of the Chapter to Mr. Tucker for the 
excellent manner in which he has carried out his duties during the past 
year. A very happy spirit pervaded the dancing period which followed. 
Music was provided by Ken Reeves’ Orchestra. 

Clarence Theders was on hand for the occasion and it took little coaxing 
to have him show the certificate which proves that he is now a real Ken- 
tucky Colonel. 
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Already there have been several informal get-togethers of the new 
officers, and the program for 1941-1942 is in process of preparation. 

Our new Second Vice-President, Professor Ronald H., Robnett, is at 
present busily engaged in supervising the building of a new home in 
Winchester. 


BRIDGEPORT 

The Bridgeport Chapter ended its 1940-41 season with an exceptionally 
fine and well attended meeting on May 15. We were honored by the 
presence of our National Vice-President, Harry Howell of the Grinell 
Corp., Providence, R. I., who was our speaker for the evening. Mr. Howell 
brought out some pertinent facts regarding the “Streamlining of Overhead 
Methods.” He placed particular emphasis on the necessity for cost account- 
ants capable of discussing reports and figures with management on an 
equal footing. 

Preceding our technical session we had a report from our retiring Presi- 
dent, Bob Nevins, who was presented with some handsome gifts as a 
token of appreciation for his splendid service to the Chapter. Brief reports 
were also given by other retiring officers and directors. 

Milton Friedberg, Chairman of the Nominating Committee, presented a 
slate of officers for the new year headed by Paul Hiller as President. 
Approval was unanimous. 

Prizes for one hundred per cent attendance from one to eight years were 
distributed. Special recognition was given to the “Eight Year” men, 
including Warren Faust, Cy Thelin and Ernest Winterburn. Attendance 
marathoner Clarence Walworth dropped from the eight year class only 
because of a severe sleet storm in the month of January. Our President 
paid tribute to his splendid record and good sportsmanship. 

Past President Jack Lynch has been confined to his home for some time 
due to illness. Cheerio, Jack! We hope for your speedy return to good 
health. 

Congratulations are in order for Frank Craig of the Remington Arms 
Company, who has recently been named Assistant to the President of the 
firm. . 

Our Annual Outing and Dinner-Dance will be held at Mill River Country 
Club on Friday, the 20th of June. 


BROOKLYN 


One of the best attended meetings of the Brooklyn Chapter this year 
was held May 21 at the Central Y. M. C. A. This was a closed forum 
discussion led by three of our own members who need no introduction. 
Messrs. Harry A. Grube, Treasurer of Intertype Corp., Charles H. Towns, 
Partner of Loomis, Suffern & Fernald, and Milton Hudders, Treasurer of 
Recording & Statistical Corp., each covered a most timely subject which 


precipitated much discussion from the audience. 
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Harry Grube confined his discussion to “Accelerated Depreciation Rates 
—How Much Should the Rates Be Increased for Increased Volume of 
Production”; Charlie Towns answered many questions on the subject of 
“Should Normal Burden Rates by Revised in View of Present Volume of 
Production”; and Milton Hudders started the discussion with his ideas on 
the “Treatment of Excess Cost of Overtime Labor, Particularly as to its 
Effect on Inventory Valuations.” Here was an intellectual meal in itself. 

Loyalty to the Chapter is indicated by the corps of regulars who followed 
through this year’s meeting program with one hundred per cent attendance. 
Some regulars were two hundred per centers and even more. In the final 
round-up, we find the following: Messrs. Adler, Behlen, Christiansen, 
Cousins, Gabrys, Graebe, Grube, Gunzer, Hayner, Jensen, Kelsey, Mantz, 
McConeghy, Morris, Norris, Racker, Slaugenhoup, Utz, Wade and Weid- 
mann, 

As a token of esteem and appreciation, the Chapter presented a memento 
to retiring President, Bob Behlen, in the form of desk pen set. 

Another of our members has gone into the service of Uncle Sam. He 
is Ed Mazzarella. Ed wrote George Nohe an interesting letter about his 
duties, which was passed around at the last board meeting for each to 
read. In fact, it was so informative that the Director of Publications was 
tempted to present it to Headquarters as a paper on accounting for camp 
construction. 

The Chapter takes this opportunity to express its sympathy to Lester 
Krahe on the death of his mother. 


BUFFALO 

The regular meeting of the Buffalo Chapter was held at the Consistory, 
May 22, with more than 100 members present. We were very delightfully 
entertained by Meyer Balsom and other entertainers from Shea’s Buffalo 
Theatre. 

The speaker of the evening was Robert W. Peden, Supervisor of the 
Standards Department of the Bundy Tubing Company, Detroit, Mich. 
His subject was “Pricing the Product.” During the discourse, Mr. Peden 
cited the leading insurance companies as an example where scientific and 
factual information was employed in setting up their rates, and pointed 
out it was his opinion that this was why such business prospered even 
during the depression. 

July 19 is the date of the Annual Picnic which will be held at the Auto- 
mobile Club at Clarence, N. Y. 

Ralph Seiler of Crane Company was presented the prize offered by the 
Director of Publications for the best thesis submitted for publication. 
Ralph also received a lot of good-natured ribbing upon the announcement 
that he was to embark upon the sea of matrimony on May 31. Congratu- 
lations, Ralph. 

The Nominating Committee submitted the name of Howard E. Riordon, 
Colonial Radio Corp., for President, and he and the other officers and 
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directors submitted by the Committee were unanimously elected. We feel 
the Committee selected wisely the men who are to guide us through the 
following chapter year, and pledge our whole-hearted co-operation. 


CHICAGO 

James F. Stiles, Jr., Vice President and Treasurer of Abbott Laboratories, 
North Chicago, Ill., has published a pamphlet of considerable interest on 
“Corporation Normal Profits and Excess Profit Taxes,” which deals with 
testimony which he gave before the Ways and Means Committee of the 
House of Representatives at Washington. 

Our retiring President, E. A. Trapp, has returned to his regular duties 
after a period of illness. 

Your scribe is receiving many letters of moment about the quality of the 
golf game of the several members, but since we too are old hands at golf 
alibis this “First Tee Wailing” will have no effect in respect to strokes 
allowed or bets accepted. 

Our last regular meeting of the Chapter, which was held on Thursday, 
May 22, was of the open forum type, at which members presented either 
through the mail or from the floor, accounting questions which had not 
been answered during the past year or some particular phase of a question 
not thoroughly covered. The program chairman arranged for four dis- 
cussion leaders and to these were assigned the questions along their par- 
ticular line of endeavor. This apparently is a very satisfactory arrange- 
ment, judging from the length of the discussion and the able manner in 
which the subjects were handled. The discussion leaders were W. B. 
Lawrence, Director of Cost, Accounting & Statistical Depts., American 
Photo Engravers Assn.; W. S. Cochran, Controller, Ditto, Inc.; Charles 
Melvoin, Partner, Altschuler, Melvoin & Glasser; and R. L. Chestnutt, 
Partner, Chestnutt, Murphy & Poole. 


CLEVELAND 

Cleveland Chapter wound up its technical sessions for the 1940-1941 
season on May 15 with a presentation on “Accountants and Their Relation 
with Management” by H. P. Thornton, Controller, The White Motor Co. 
This subject was deliberately planned by the Director of Program as a 
fitting finale to a series of presentations and case studies on various phases 
of cost accounting. Our Past President, Tom Dickerson, led the Educa- 
tional Forum on May 22, delving a little deeper into the same topic. This 
has long been a favorite subject of Tom’s and this interest was evident 
in the enthusiasm which he put into the Forum. 

John Morse has opened an office in Cleveland under the name of John 
Morse & Co., consultants in personnel and industrial relations. 

Tom Hurst, whom we long remember as an active member, is now 
Materials Inspector at the new TNT plant in Sandusky, Bill Armstrong 
paid a visit to Joe Hamilton and D. G. Lowles, now Controller and 
Assistant Controller, respectively, of the Huber Manufacturing Co., 
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Marion, O. Jess Williams, our own Vice President, has been made 
Cleveland Manager of the Iron Fireman Manufacturing Co. Congratula- 
tions, Jess. 

C. C. Brown, our able Director of Employment, filled three positions for 
members during the month and now reports no members unemployed. 

Cleveland Chapter was well represented at the Fourth Annual Institute 
on Accounting, sponsored by the Ohio State University, and held at Colum- 
bus on May 16 and 17. Vice President, Len Park, as President of 
the Ohio Society of Certified Public Accountants, acted as presiding Chair- 
man of the opening session. 


CINCINNATI 

Our Chapter experienced much activity during the month of May. On 
Thursday, the 8th, we held a plant visitation at the E. Kahn’s Sons Co., 
Cincinnati, Ohio. This company is the largest meat packing plant east of 
the Mississippi River. The company served us a splendid luncheon at 
1:00 p.m. in the plant cafeteria. A very interesting talk followed on 
“Packing Plant Cost Accounting,” after which we made a tour of the 
plant. The Chapter is deeply indebted to the E. Kahn’s Sons Co. for this 
very pleasant and educational trip. 

The second big event of the month was our board meeting of May 19, 
at which we were hosts to our National President, Victor Stempf, and our 
genial Secretary, Doc McLeod. The board received some valuable sug- 
gestions from these national officers and we were indeed highly pleased to 
have them visit with us. 

The third and concluding event of the month was our last meeting of 
the year, which was held on May 22, in the Italian Room at the Hotel 
Gibson. Officers and directors for the year 1941-1942 were elected. We 
are all proud to welcome Frank Uhling, a prominent member of our 
Chapter, as our next President. Fred Westergaard, our retiring President, 
was presented with a handsome Elgin wristwatch as a token of our appre- 
ciation. We feel sure that Fred has laid a splendid foundation of fellow- 
ship and good will upon which to build for the coming year. 

Our speaker for the last meeting was H. L. Dalton, C.P.A. of Honopak, 
Hurst & Dalton, certified public accountants, Toledo, Ohio. He is Past 
President of the Ohio Society of Certified Public Accountants and at pres- 
ent is a member of the Board of Directors. Mr. Dalton spoke on the 
“Statutory Provisions Concerning Accounting Procedures,” a subject which 
is of great importance to every accountant. Carl Bumiller, a Past Presi- 
dent of our Chapter, was chairman of the meeting. 


COLUMBUS 
On the afternoon of Monday, May 5, the members of Columbus Chapter 
declared a half holiday and journeyed to Wyandot Country Club for an 
afternoon of golf. That evening a splendid dinner was served. Ashton 
Kidder of the Universal Concrete Pipe Co. was speaker at the teclinical 
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session whose subject was “Savings in Estate Taxes.” Following the 
technical session were the annual reports of officers and directors, which 
set forth the accomplishments and problems of their offices. The annual 
election of officers and directors completed the more serious part of the 
program, after which some splendid entertainment was presented. 

The regular monthly meeting of the Chapter was held at the Athletic 
Club on May 19. R. S. Willcox, Associate Professor of Accounting, Ohio 
State University, discussed his “Analysis of Accounting Principles and 
Practice, Members of Columbus Chapter.” This analysis was prepared 
by tabulating the answers to a questionnaire mailed to each of our mem- 
bers. This paper was the result of considerable research and was quite 
interesting. 

The Fourth Annual Institute on Accounting, sponsored by Ohio State 
University, was held on May 16 and 17. Quite a few of our members were 
in attendance, as well as National President Victor H. Stempf and National 
Secretary Dr. Stuart C. McLeod, both of whom were speakers at the 
Institute. 

Director Ralph Heusel has recently been elected Vice President of the 
Associated Public Utilities Corp. He has, until his promotion, been Secre- 
tary-Treasurer of the same company. Congratulations, Ralph! 


DALLAS 

The meeting of May 16 was marked by an excellent paper presented by 
Leon E. Smith, C.P.A., of Lybrand, Ross Bros. & Montgomery. The sub- 
ject of the paper was “Cement and Cement Accounting.” Mr. Smith, after 
first pointing out the importance and the uses of cement, carried his listeners 
through the complete cycle of manufacturing and selling wet-process cement. 
Cost accounting problems which present themselves in this type of process 
accounting were set forth in some detail. 

H. M. Ferguson of the Lone Star Cement Corp. was a visitor at the 
meeting. 

Recent scenes-about-town include an accounting institute held at SMU, 
which was part of a state-wide movement. J. F. Stuart Arthur figured 
prominently in these institutes as one of the five speakers presented in 
the principal cities of Texas. National Director Walter Burer, friend of 
local NACA’s, was in town for the occasion and visited with a number of 
our members who were in attendance. 


DAYTON 
The Dayton Chapter held its last technical meeting of the year on May 20. 
Roy Hall, President of the Central Sugar Refining Co., Inc., of Fort 
Wayne, spoke on “The Importance of Accounting in Organization and 
Management.” Mr. Hall pointed out that human industrial relations is our 
greatest accounting problem. Independence and security for the worker 
and profits for management are the primary results of sound and happy 
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industrial relations. An interesting discussion period was conducted by 
Frank A. Boettger, one of our division leaders. 

The Chapter was honored by a visit from Dr. S. C. McLeod and C. 
Howard Knapp. Their comments, suggestions and participation in the 
regular meeting were greatly appreciated and enjoyed. 

The annual election of officers was held May 20, when George W. 
Schoenberg was elected President. Ramey H. Huber, retiring President, was 
presented with a beautiful watch. Joe J. Braham who served as Treasurer 
for the past two years, was given a leather brief case. 

Gifts were presented to the sixty-six chapter members who had 100 per 
cent attendance during the 1940-41 year. Special recognition was given 
to Frank A. Boettger, A. A. Deneke, William F. Schiewetz, Harry O. 
Weaver and Waldo O. Weaver for attending every regular meeting for the 
last seven years. 

Ramey H. Huber, our genial President, is making plans for Dayton 
Chapter’s participation in the Dayton and Miatui Valley Centennial celebra- 
tion. Jesse C. Cassel has been named a member of the Centennial executive 
committee. 

On May 20, Earl E. Hagerman, Dayton’s Finance Director, spoke before 
the Louisville Municipal Finance Officers’ Association. 


DETROIT 


We had a grand turnout on May 15 for our annual meeting and elec- 
tion of officers. Retiring President “Ott” Waldow, who has served faith- 
fully during the past year, flew over from Cleveland, where he was attend- 
ing another meeting, in order to complete his presidential year in his usual 
conscientious manner. Harold Scott succeeded to the presidency and we 
know that he will carry on in a manner befitting the office. 

A joint meeting of the old and new officers and boards of directors was 
held on May 27 at the Detroit Boat Club through the courtesy of Quimby 
Smith. At this meeting Harold indicated that the Simon Legree tactics 
of maintaining an efficient organization would not be lessened in the slightest. 

Getting back to the meeting of May 15, we want to compliment T. W. 
Eustis and his triumverate, Messrs. Barr, Ericson and McFarland, for an 
excellent open forum discussion—excellent both as to educational value 
and dramatic presentation. 

Hats off to Alec Blackwood, Bill and Mrs. Bill Barr and the rest of the 
Golf Committee for a real job in putting over one of the finest afternoon 
and evening entertainments that the Association has known in many years. 
Everything went according to schedule and the prizes were not to be ex- 
celled. Your Editor was particularly fortunate in that both Mrs. Schwarz 
and himself received prizes. 


This is your correspondent’s “swan song” as Director of Publications, 


and All Hail to Ed Barr who took over on June 1. 
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FORT WAYNE 

The final regularly scheduled chapter dinner-meeting for the year 1940- 
1941 was held May 20 at the Chamber of Commerce. The Chapter devoted 
this meeting to the General Tire & Rubber Company of Akron, Ohio, 
which, through sound motion picture, conveyed to us the high points of 
tire manufacture. 

The technical address was given by T. Spencer Shaw, Vice President 
and Treasurer of the General Tire & Rubber Company, whose subject was 
“Economy Trends—Will Free Enterprise Continue?”. The speaker handled 
his subject very capably, pointing out the pitfalls of totalitarian government 
and issuing a challenge to industry to keep free enterprise alive. 

The second half of the program was devoted to a review of points gained 
from this year’s technical sessions. This proved very popular and illustrated 
that many of the vital points learned during the year did adhere to the 
minds of the membership. 

The annual report of the President, Watts Chapin, indicated a very suc- 
cessful year. Election of officers followed and Sidney R. Catsiff was elected 
President for the ensuing year and likewise made a delegate to the National 
Convention in New York City. As a token of esteem, the outgoing Presi- 
dent, Watts Chapin, was presented a gavel on behalf of the membership 
by President-elect Sidney R. Catsiff. 

One of the highlights of the summer activities will be the dance at the 
Fort Wayne Country Club on June 27. 


GRAND RAPIDS 

The last chapter meeting of the season, held Tuesday, May 20, was shifted 
from the Rowe Hotel to the spacious dining room of the Highlands Country 
Club Ardent golfers and their guests were out early in the afternoon to 
work up an appetite for the excellent chicken dinner which was served at 
7:00 o'clock. Heaping platters of savory fried chicken soon were just 
platters, and all the fixin’s disappeared like magic. Could those boys eat! 
After a brief breathing spell on the wide veranda we were ready for more 
serious business, which meant election of officers for the next year. The 
slate submitted by the Nominating Committee was adopted without change, 
George Howald taking over the presidency. The retiring president, W. L. 
Allen, was presented with a portable radio as a token of appreciation and 
esteem. 

After all due speeches and responses, we had the privilege to be addressed 
by Logan Monroe, Assistant Treasurer of the Eaton Mfg. Co., Cleveland, 
Ohio, who presented a case study on “The Control of Labor Costs.” And 
a very fine presentation it was, eliciting numerous questions from the audi- 
ence. One of our visitors, Lloyd Yeo, Wilcox-Rich Division, Eaton Mfg. 
Co., Saginaw, Mich., President of Saginaw Valley Chapter, kindly con- 
sented to serve as discussion leader. Thanks, Lloyd. 

Mr. and Mrs. Milton Spaan announce the birth of a baby girl on Friday, 
May 16. Congratulations! 


1238 


June 15, 1941 N. A. C. A. Bulletin 





GREENWICH 


We just about had to hang out the S.R.O. sign for our final meeting of 
this season. Following an excellent steak dinner, we listened to the annual 
report of our president and held our annual election of officers for 1941-42. 
The committee in charge of the Chapter Competition and perfect attend- 
ance contests awarded prizes for the year’s results. The top three in the 
Chapter Competition, Jack Cannon, Art Clark, and Jack Jenkins respec- 
tively, received attractive, non-technical prizes. 

The 100 per centers this year were greater in number than any year 
since the Chapter was organized. Twenty-three men received technical 
literature of their own choice for having attended each meeting. It is 
interesting to note that of these twenty-three, six completed their fourth 
year, three completed their third year, and three others completed their 
second year. 

At the conclusion of these activities our distinguished speaker, W. A. 
Staub, Partner in the firm of Lybrand, Ross Bros. & Montgomery, delivered 
an interesting and informative address on “Accounting Aspects of Govern- 
ment Contracts.” A brisk discussion period followed his address. We were 
further honored by the presence of W. Lybrand, former National President 
of the Association, and P. J. Warner, present National Treasuer. 

On May 3, we held our second annual Dinner-Dance at the Millbrook 
Country Club. A large crowd assured the success of the occasion and 
enjoyed this rapidly growing special activity. 

The Hat Corporation of America was our host for the second plant 
visitation of the year on May 6. Following a trip through the plant, we 
listened to the history and development of the hat industry, as presented 
by Geo. Rickus, Director of Research. At the conclusion of the technical 
session we adjourned to Dorlon’s for our semi-monthly directors’ meeting 


and study group. 


HARRISBURG 

The final meeting of the 1940-41 year was held May 20 at the Penn-Harris 
Hotel. R. N. Woodham of Wright Aeronautical Corp. spoke on the subject, 
“Federal War Contracts.” The speaker defined the different types of war 
contracts, compared and contrasted the major accounting problems presented 
by each, and outlined the various reports that the contracting manufacturers 
are required to submit to the governmental agencies. As several of our 
members are immediately concerned with the accounting for war con- 
tracts, National Director William Traut, Jr., as discussion leader, had a 
lively session on his hands. 

Immediately after the dinner, an unusuglly entertaining contest, presented 
by Director of Meetings Ralph O. Lau, was climaxed by Past President 
Paul W. Kearney scoring a “Dick Merriwell” finish on a foul “drop.” 

For the second time this year we were honored by having as guests the 
members of the Harrisburg Chapter of the Pennsylvania Institute of Pub- 
lic Accountants. 
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Following the technical session the officers and directors for the ensuing 
year were inducted. The Chapter promises wholehearted support to a fine 
board under the leadership of President Lee E. Boyer, C.P.A. 


HARTFORD 


The annual meeting and election of officers was held on Tuesday, May 20. 
Preceding the meeting Henry Knust led an open forum on the subject of 
“Financial Statements.” Copies of the reports of several large corpora- 
tions were distributed among the members and the varying treatment of 
certain items in the financial statements of the different companies was dis- 
cussed, 

On Thursday, May 29, the annual Ladies’ Night was held. One of the 
largest crowds that ever attended this event gathered at the Farmington 
Country Club and everyone unanimously agreed that it was one of the 
most successful events of its kind that Hartford Chapter has held. Two 
former members of the Chapter came from quite a distance to attend this 
party. Don Bassett journeyed up from Newark and Fred Jones came from 
New York; our Contact Director, Warren Faust, drove up from Bridge- 
port. 

Bob Page of the Robertson Paper Box Co. has been re-elected Secretary 
and Treasurer of his company. Arthur Wilcox has also been honored 
He has recently been elected President of the Litchfield County Chapter 
of the American Institute of Banking for the coming year. 

Mr. and Mrs. Fred Burnham are receiving congratulations from their 
many friends on the birth of a daughter. 

The program for the coming year is well under way, and it is anticipated 
that an excellent program will be arranged. 

Many of our members are planning to attend the Convention. Arrange- 
ments may be made through Carl Seeber who is chairman of the committee. 


INDIANAPOLIS 


The meeting on May 20 at the Antlers Hotel closed another year of 
chapter activity for Indianapolis. 

The ability and effort of the outgoing officers can best be measured by 
the chapter standing in the Stevenson Trophy contest. The generosity 
and good nature of the retiring President, Charles Israel, certainly deserves 
honorable mention. 

The formation and operation of the Pencil Sharpeners has been a real 
advancement in the social fellowship of the Chapter. May they continue to 
ihrive and grow with the Chapter through years to come. 

The election of officers brings to the President’s chair Horace G. Barden 
of Ernst & Ernst. Several years of active chapter work together with a 
keen interest in cost and accounting activities should give the Indianapolis 
Chapter one of its best administrators. 


1240 


June 15, 1941 N. A. C. A. Bulletin 





The technical address of the May session was on “Excess Profits Tax 
as a Factor in Cost and Selling Prices,” delivered by G. F. Brewer, Resi- 
dent Partner, Ernst & Ernst, Chicago. The talk was well illustrated and 
ably presented. An active floor discussion developed under the guidance 
of George Wells. 

There has been a lot of interest shown in this year’s National Conven- 
tion and advance reservations indicate that a large group of members 
plan to attend. 


JAMESTOWN 

The regular monthly dinner-mecting of the Jamestown Chapter was held 
Tuesday evening, May 20. 

After several reels of pictures were shown by the Director of Publicity, 
Edward H. Johnson, Past President J. H. Saurburn, in charge of the meet- 
ing, introduced the speaker of the evening, Wm. R. Roach, Plant Manager 
of Hawk Eye Works, Eastman Kodak Company, who gave a most interest- 
ing talk on “Purchasing Procedure and Records.” 

On May 2, our Director of Membership, Curtis F. Falldine, spoke on 
“Choosing Accounting as a Career,” before a vocational guidance group 
for boys at the Jamestown High School. 


LANCASTER 

The last regular monthly meeting for the chapter year 1940-1941 was 
held at Lititz, May 23. The speaker, Robert P. Brecht, Associate Professor 
of Industry, Wharton School of Finance and Commerce, University of 
Pennsylvania, discussed the subject “Cost Problems in the Purchase of 
Equipment.” That his presentation was well received was indicated by 
the splendid interest that prevailed. 

The accounting quiz-bee was a success, due in large part to a carefully 
planned program by the committee in charge. Past President Lester L. 
Flemming carried off first honors by winning the “jack pot.” Another 
feature on the program was the showing of the motion picture, Steel—Man‘s 
Servant, which portrayed the successive steps in steel making from the time 
the ore is mined until it has been made into a finished product at the mill. 

Another act of service has been performed by a member. Lawrence E. 
Lesniewski gave a presentation on Standard Costs to Dr. Evans’ class at 
Albright College. 

With regret we report the loss of another member by death. John Booth 
recently passed away after suffering from a lingering illness since early 
last Fall. He had been an active member until he was prevented by sickness 
from attending the meetings. 

Our Convention Chairman, Earl A. Green, has been boosting effectively 
the National Convention which is to be held this month. As a result, 
your correspondent is informed that I. Wayne Keller, H. D. Stehman, 
Lester L. Flemming, C. C. Straley and H. R. Lawrence expect to attend, 
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LEHIGH VALLEY 
(Allentown, Bethlehem and Easton) 


Lehigh Valley Chapter closed its most successful season with another 
busy month in which two meetings were held. The first meeting was in 
Allentown on May 9, when a buffet supper was furnished by Neweiler’s 
Brewery. Mr. Herman Neweiler and Mr. Wilson addressed the Chapter 
on the accounting problems of a brewery, particularly emphasizing packaging 
costs and accounting for returnable containers. 

The second meeting was also held in Allentown at the Hotel Traylor 
on May 26. The speaker was Dr. Neil Carothers, Dean of the College of 
Business Administration of Lehigh University. This was the fifth season 
in which the closing address was given by Dr. Carothers. The Dean 
reviewed the various subjects he had covered in previous addresses. They 
included the N. R. A., the Unbalanced Budget, the Make-Work Program, 
the Destruction of a Monetary System, Spending for Recovery, and Pay- 
ments to Agriculturalists for Non-Production. 

As for the more strictly economic problems, it was the Dean’s opinion 
that any attempt to fix commodity prices without fixing commodity costs 
could not succeed. He anticipated larger debts, higher taxes, lower living 
standards, but expressed faith that a counry so rich and powerful as ours 
should survive and continue to contribute to the progress of civilization. 


LOS ANGELES 


Inasmuch as many accountants are directly concerned with the govern- 
mental requirements pertaining to defense contracts, we were extremely 
fortunate in having a discussion of T. D. 5000 at our May meeting which 
clarified many of the confusing matters. Jerry Preshaw was the speaker, 
presenting in some detail the elements of cost as covered by these regula- 
tions. He stated that it is very probable that some of the past accepted 
methods of determining costs will be permanently altered by the methods 
used in connection with defense contracts. A lively discussion followed 
the talk. There were approximately one hundred and twenty-five members 
and guests in attendance, which was fairly close to a record for a regular 
meeting. The speaker was introduced by President Bob McCoy. 

The annual election of officers and directors took place at this meeting, 
the report of the Nominating Committee being presented by Bob Derby. 
The recommendations of the Committee, with Jerry Preshaw as President, 
were unanimously accepted. We congratulate Jerry as well as the other 
officers and directors and wish them success and pleasure in their respon- 
sibilities during the coming year. The members extended a rising vote of 
thanks to retiring President Bob McCoy for his excellent work during 
the past year. 


— 
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Fred Woodbridge, our First Vice President-elect, was recently elected 
President of the Faculty at the University of Southern California. These 
high honors are richly deserved by Fred and we extend our heartiest con- 


gratulations. 


LOUISVILLE 
On the 20th of May, we had our regular monthly meeting, with a par- 
ticularly good attendance. Our own Fred J. Heinritz, Senior Auditor 


of the Farm Credit Administration of Louisville, talked on “Measuring 
Advertising Results”—and an instructive talk it was, too. 

Our Spring Dinner-Dance was at the Audubon Country Club on the 23rd. 
Several said it was the best in years. More than half of our membership 
attended with their wives and guests. Our thanks to the “Tuesday Night 
Widows” for a wonderful time. The committee on arrangements did a 
dandy job; our thanks to them, too. 

On the 27th, we had our directors’ meeting, at which the officers for 
the new year were elected. Our new President, George Atkinson, has a 
big job because he is following many years of good leadership, but we 
know he is equal to the task. The Study Club met later that evening, when 
our own Z. O. Price, of Mengels, talked on the proper distribution of 
burden. That is one of our pets, and we thank Mr. Price for the way in 
which he led the spirited discussion. 

The team, captained by Amos L. Zimlich, was out in front at the last 


report. 


MAINE (STATE OF) 

The election of officers and directors took place at our annual meeting 
on May 23. The selection of the Nominating Committee was unanimously 
approved. 

Following the election, Arthur C. Chubbuck, Partner of Patterson, Teele 
& Dennis, substituted for Stanley G. H. Fitch and delivered a talk, prepared 
by the latter, on “Current Cost Problems.” The members found it a most 
interesting discussion which touched on many of the problems brought about 
by the defense program. 

The Chapter welcomes Robert W. Parkin, Superintendent at the Limerick 
Yarn Mills, to its membership. 

MEMPHIS 

The Memphis Chapter was treated with a plant visitation on Wednesday, 
May 21, at 2:00 in the afternoon at the Plant of McCallum & Robinson, 
Inc., known as the world’s largest cotton pickery. 

This plant takes damaged cotton and through many manufacturing proc- 
esses, converts it into mop yarn, mop heads and rugs of all sizes, In 
making the rounds of the plant, Mr. Robinson, President of the Company, 
pointed out and explained the various steps in the change from raw cotton 
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to finished product. After visiting the plant, members assembled in an 
unusual and picturesque box car barroom to partake of refreshments and 
to hear Mr. Robinson tell many interesting facts about his firm. 

Immediately after the plant visitation, the Chapter held its annual election 
of officers and directors. 

Many thanks, Prexy Jim Carlin, for a most successful and interesting 
stewardship of the Memphis Chapter and best wishes, President-elect 
J. O. Bratton for success during the ensuing year. 


MILWAUKEE 

The May meeting of the Milwaukee Chapter took place on Monday 
evening, the 19th, at the Wisconsin Club. 

Shepard E. Barry, Controller, The Northwestern Mutual Life Insurance 
Co., Milwaukee, addressed the members on the subject, “Internal Audit 
and Control and the Application of Mechanical Office Equipment.” 

Mr. Barry is a charter member of the N.A.C.A. and since 1916 has 
been connected with the Northwestern Mutual Life Insurance Company. 
In his talk Mr. Barry gave a very interesting outline of the various plans 
of internal control and types of mechanical office equipment used by the 
Northwestern Mutual Life Insurance Company. 

An announcement was made at this meeting, and on our notices, regard- 
ing the National Convention to be held at New York in June. From 
indications so far, we are sure that Milwaukee, as in the past, will again 
be well represented. Clarence Stender is Convention Chairman of our 
Chapter. 

We were very sorry to learn of the death of one of our members, C. A. 
Phillipson, of Phillipson, Fonteine & McCurdy. We wish to extend our 
sincere sympathy to the Phillipson family and friends. 

Our annual meeting and election of officers and directors was held at the 
Elks Club on Monday evening, May 26. The technical session discussion 
was taken over by A. C, Haselow of the Gilbert Paper Co., Menasha, 
Wis \ very good time was had by all and a vote of thanks is in order 
for Clarence Stender and his committee who did a swell job in arranging 
this mecting. 


MINNEAPOLIS 


Wm. G. Kahlert, Partner, Jamieson & Co., St. Paul, gave a most interest- 
ing talk on “Inflation as a Cause of Booms and Depressions” at the 
regular monthly meeting Tuesday, May 20. Having studied and kept in 
touch with the trends in our economic condition during the past twenty 
years, Mr. Kahlert was well qualified to present a picture of great impor- 
tance to all of us. The Chapter was very fortunate that our Director of 
Program, E. C. Peterson, was able to induce Mr. Kahlert to fill in for 
National Director in charge of Membership J. H. DeVitt, who was unable 
to give his scheduled talk. 
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At this, the twentieth annual meeting, new directors and officers were 
elected to serve for the ensuing year. Our new President, Raynor T. 
Vaughan, will announce shortly the departments of which each will be in 
charge. 

The fourth annual Bowling Tournament, under the able direction of 
Director of Meetings Bob Harrigan, was held Wednesday, May 14, at the 
Village Center in Edina. Everybody had a good time, with the boys from 
the M & O Paper Co. walking away with the major prizes. Well, they 
had to bear down with Frank Hickling, their boss, keeping score. 

The following representatives of this Chapter were hosts at the Court 
of Honor dinner given by a number of associations to recognize the honor 
students who graduate this year from the University of Minnesota: T. R. 
Foley, Jr., W. R. McCormick, Roy H. Olson, and E. C. Peterson. 

R. A. Petterson has been appointed Office Manager by the Minnesota & 
Ontaric Paper Co. in addition to his other duties. 

Clark C. Madsen of the Farm Service Company has been drafted, and 
is now in the Finance Office at Fort Snelling. The many friends of both 
these members wish them every success. 





NASHVILLE 

The regular May meeting of the Nashville Chapter met on the 13th, in the 
Andrew Jackson Room of the Andrew Jackson Hotel in Nashville, for 
their last monthly meeting of the year. 

The business meeting was called at 7:30 and the Nominating Committee, 
composed of Don Houser, Chairman, Jim Suddoth, and John D. Lewis, 
made the nomination. There being no further nominations, these officers 
were elected by acclamation. 

The technical session then got under way with speaker, C. A. Horner, 
delivering the address. His subject was “Cost Accounting in the Printing 
Industry.” Mr. Horner, who has been in the printing business for many 
years, presented a very interesting address. 





NEWARK 


Allan H. Mogensen addressed our May meeting on the subject, “Organ- 
izing for Cost Reduction.” Needless to say, all of our members were 
deeply impressed and thankful for the opportunity to hear him again, Mr. 
Mogensen has the knack of clearly and concisely destroying the smug 
complacency of people who pride themselves in established routine. 

Herb Thorp is to be congratulated for the splendid manner in which he 
conducted our Ladies’ Night. Thirty-two couples enjoyed an excellent 
dinner and fine music. 

Our Bowling Tournament was attended by only eighteen members, Joe 
Simon carrying away the grand prize, with Carl Metsch a fast second. 

The Chapter conducted a plant visitation to Lehn & Fink Products 
Corp., makers of pharmaceutical and toilet preparations, after which the 
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members were addressed by Carl Metsch, Chief Accountant, and Mr. 
Milford of Burroughs Adding Machine Co. It was an enjoyable afternoon. 

Our lecture series at Newark University was completed during the month 
in an address to the students by Frank Zendzian of Leslie Co., who spoke 
on Standard Costs. 

The board welcomes two new members as directors; W. T. Collins of 
Standard Oil Development Co., and L. L. Croland of Associated Dieing 
and Printing Co., Inc. 

The board hopes all the members have a very pleasant summer vacation 
and that their cost problems will be simplified in direct proportion as their 
tax problems become complicated. 


NEW HAMPSHIRE 

The regular monthly meeting of this Chapter was held on May 13. The 
technical session began at 7:30 P.M. after dinner at the Eagle Hotel at 
Concord. Our Program Chairman, Professor Johnson, was able to secure 
for us a capable speaker on the subject of “Bank Costs,” from the National 
Shawmut Bank of Boston. Mr. Schmink gave us a thorough description 
of the inner workings of a large commercial bank, drawing from his 
wide experience in the various departments 

At this meeting the annual election of officers and directors took place. 

Vice-President L. J. Fitzpatrick attended the New England Business 
and National Defense Conference sponsored by the Boston Herald at the 
Statler Hotel, Boston, on May 15. 


NEW HAVEN 

The annual May Party which was held on May 17 at the Race Brook 
Country Club was very well attended by members and their guests. Vice- 
President Francis A. Hall, who acted as chairman of the party, and his 
committee are to be congratulated for providing such an excellent dinner 
and evening of entertainment. 

Our final meeting for the year, also our annual meeting, was held on 
Tuesday evening, May 27, at the Y.W.C.A. Ballro 

The technical session was conducted by our good friend, Wallace C. 
Hutton, Vice President and Treasurer of The Seamless Rubber Co., and 
took place in the form of an Accounting Quiz. Mr. Hutton was ably 


m. 


assisted by a panel consisting of five of our members. A number of very 
interesting questions were asked which brought about considerable discus- 
sion. 

The chapter competition winners were announced and prizes consisting 
of brief cases were presented by our newly elected President, E. A. Wall, 
to L. Burwell, C. S. Douglas, R. Conniff and G. Kuhn. 

Mr. and Mrs. Joseph LeMay are the proud parents of a baby girl. 

Our Secretary, V. P. Smith, and S. Gurian are attending the National 
Dairy Convention at Silver Bay, Lake George, N. Y. 
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A number of our members are planning to attend the National Con- 
vention which is to be held in New York City during the week of June 23rd. 





NEW ORLEANS 

The last regular meeting of the year for the New Orleans Chapter was 
held Friday, May 16, at the New Orleans Athletic Club. Our member, 
Edward S. Rittler, presented a very fine paper on “Costs in the Lumber 
Industry.” This is a field in which Ed has had a lot of practical experience 
and he was therefore able to bring out many interesting accounting points. 
Perhaps the chief of these were: (1) the fact that in the lumber industry 
there is an unusual danger of anticipating profits; (2) the question of how 
to handle, particularly in the balance sheet, anticipated shipping expenses 
on lumber which has already been billed to the customer but which is still 
in the mill yards, the contract calling for the consummation of this liability 
by the shipper. This point elicited a very lively discussion as to just exactly 
what a liability is. Such discussions are particularly valuable in view of 
the fact that both accounting theory and practice are receiving a more or 
less “going-over” at the present time. We are much indebted to Mr. 
Rittler for his fine talk. 

Especially welcome at the meeting were W. H. Bailey, a guest of Mr. 
Carpenter, from Freeport Sulphur, and F. L. Hecker, a guest of Henry 
Turner, of the Flintkote Company. 


NEW YORK 

The effort and strife are done. The sounds of battle and pain have 
faded with the snows of yesteryear. This winter’s work is now over, 
gone with the wind and the last session’s headache. These final meetings 
are getting to be quite a tradition in this burg. Seemingly their fame is 
being bruited about the adjacent provinces and territories. Again we found 
quite an influx of guests from the far wildernesses; down the river from 
Poughkeepsie; out of the rocky crags of Darien and New Haven, Connecti- 
cut; away from the flatlands of Brooklyn and off the meadows of New 
Jersey. 

Charity must settle this dispute between the program and the speaker. 
It must be Vic Stempf’s presence which drew most of the crowd. Being 
the favorite son of New York’s Chapter, he took in good nature the boxing 
bouts, elections, speeches and general levity which preceded and delayed 
the start of his speech. In his talk he challenged “Some Pet Theories 
and Practices in Cost and General Accounting.” Vic, we'll say, is some 
challenger and nobody seemed over-anxious to pick up the gage when he 
concluded. The discussion was lively, but either everyone agreed with him 
on fundamentals or else our President should take off about 75 pounds of 
that surplus heat insulation he wears with such gusto. Maybe, after all, 
he is too big and husky to attract too serious a challenge. 

Now that’s over with, all we got to do is to start training for the Con- 
vention. Only a short time to go now. 
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PEORIA 

This Chapter, now one year of age, held its annual meeting the evening 
of May 7 at the Creve Coeur Club of Peoria. Our guest of honor was 
National President Vic Stempf. The meeting was on the underlying theme 
of Chapter Operation and, in addition to the election of officers and direc- 
tors for the ensuing year, included an open directors’ meeting. President 
Vic Stempf drew from his long experience in N.A.C.A. affairs and offered 
welcome and constructive suggestions for next year’s operation. 

Our business equipment show, “The Office of Tomorrow,” was held at 
the Inglaterra Ball Room in Peoria, May 13 and 14. Exhibitors and 
visiting executives, accountants, stenographers, etc., were loud in their 
praise of the show and the efforts of the committee in charge which con- 
sisted of Paul F. Bourscheidt, General Chairman, W. E. Bergstrom, W. J. 
Wemple, Charles M. Ward, and O, E. Burns. 

President Wm. Blackie, accompanied by C. A. O’Malley and W. E. 
Bergstrom, Directors of Meetings and Stevenson Trophy Competition, re- 
spectively, attended a meeting of the Tri-Cities Chapter on May 20. 

The final event on our May calendar was the chapter meeting held the 
evening of May 28 at the Creve Coeur Club of Peoria. The program, 
under the chairmanship of Vice-President Warren T. Brown, consisted 
of a forum discussion on “Inventories.” Discussion leaders were Harold G. 
Avery, Walter M. Bruflat, Wm. H. Franklin and Merle R. Yontz. A 
spirited question and answer period featured the meeting. 

Chapter congratulations go to Wm. H. Franklin who has assumed the 
duties of Assistant Controller of Caterpillar Tractor Co. He was for- 
merly with Price, Waterhouse & Co., Chicago. 

An article by Dr. Harold G. Avery entitled “Accounting for Tools, 
Containers, Furniture and Fixtures, and Other Equipment” was published 
in the May, 1941 Journal of Accountancy. 


PHILADELPHIA 

All good things must come to an end, and the technical sessions of the 
Philadelphia Chapter evidently are no exception. Following a most suc- 
cessful season of educational addresses by the best speakers that could be 
secured in their respective fields of endeavor, Director of Program John 
Carson thought a review of the most pertinent items developed during the 
season would be both informative and interesting. 

Therefore, our May meeting took the form of a quiz with former 
President Art Cameron acting as quiz master, The teams were composed 
of the board of directors on one side, against a picked group from the 
membership. The program was very well conducted and proved to be 
a big hit with those attending. 

Congratulations are in order to the following members, I. R. Bush and 
Edwin Warren Hart on their election as Chairman and Vice Chairman, 
respectively, of the Philadelphia Chapter of Certified Public Accountants; 
to J. W. Gradwell on his appointment to the post of Cost Auditor in the 
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Navy Department; D. Suffredini on his appointment to the position of 
Controller of the La France Industries; and to R. G. Dunlop, Sun Oil Co. 
and V. L. Elliott, Atlantic Refining Company on the presentation of 
papers at the semi-annual meeting of the American Petroleum Institute 
held at Tulsa. 

Wednesday, June 25, has been set aside as Philadelphia Day at the New 
York Convention, \We expect a large turnout, so help us swell the crowd. 
Contact Edwin Warren Hart for details. 

Our Annual Outing will be held at Cedarbrook Country Club, on June 20, 
so shine up the golf clubs. 

To John Hihn, our outgoing President, may we congratulate you on 
a very successful administration and to Oliver Walker, our new President, 
we promise you 100 per cent co-operation in all your endeavors in the 
ensuing administration. 


PITTSBURGH 

A pat on the back for Rolf Griem, retiring President, and Ed Hastings, 
who leaves the Membership Directorate after two very successful years. 
It may be trite to say that the remaining officers will miss them but until 
someone discovers a better way to say it “them’s our sentiments.” 

Losing old officers, however, has one compensating feature—it gives us a 
chance to welcome the new. So we extend the hand to Dare Bowman, 
Bill Lindblom, Norman Althauser and Walter Ferree. Dare takes over 
the leader’s baton and looks forward to a year which undoubtedly will be 
full of both interest and complexity. Bill becomes Treasurer and now with 
that office located in Greensburg it will be harder than ever to tap the 
till, Norman and Walter, representing Aluminum and Westinghouse Air 
Brake respectively, are our two newcomers on the board. Welcome to the 
official family, gentlemen. We expect great things of you. 

All those signatures on the Secretary’s notices for the last month or so 
have been phoney as “Mac” has been taking a business-pleasure trip to 
Mexico, Texas, the Southwest and probably some unannounced destina 
tions. 

Regardless of any other results, the Pittsburgh Chapter has one high 
spot to record for the year, Doc McLeod visited us during May and was 
received by the largest board meeting in recent years. President Stempf 
had planned to attend also but national exigencies prevented his arrival. 
The presence of the Secretary, however, provided a powerful impetus 
for the newly-elected board and officers as they reviewed the old year 
and prepared for the new. 

On May 14, A. B. Gunnarson discussed with us “Developments in 
Washington Affecting Costs and Prices.” His able presentation, followed 
by a stimulating open forum, closed the current year’s program on a most 
appropriate note. 

The social season was bought to its close with the annual May Party, 
held this year at Shannopin Country Club on the 23rd. 
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PROVIDENCE 

A very successful season was ended with our annual meeting held 
Tuesday, May 13, at the Metacomet Golf Club. At this meeting the 
election of officers was held. The slate of officers and directors, as pre- 
sented in the report of the Nominating Committee, was elected unanimously. 
We had as our speaker, George H. Reama, Factory Manager of the 
American Screw Co. His subject was “Cost Accountant’s Part in Good 
Labor Relations.” Mr. Reama’s address was very well received and a lively 
discussion period followed. 

The board of directors are certainly grateful to Henry Becker for his 
invitation to spend Saturday afternoon, May 24, at his camp at Echo Lake 
in Chepachet. A variety of entertainment made it a very full afternoon. 
George Armstrong took a turn at driving the metal speed boat. Everyone 
certainly had a good time. Thank you, Henry! 

Harry Howell, nominee for National President, spoke at the Springfield 
Chapter’s May meeting. Prof. Beatty, Geo. Cherry, Bill Fehlharber and Nor- 
man Horan took a trip to Springfield to hear Harry speak. Harry has 
worked hard for the Association and is most deserving of this honor. 
Good luck and may your splendid work continue, Harry! 

President’s Night at Wannamoisett was a big success this year. Retiring 
President Prof. Beatty received a watch in appreciation of his services to 
the Chapter. 

We wish at this time to thank the retiring officers and directors for 
their valuable services this past season. 





RICHMOND 

The last regular meeting of the year, held on May 9 at the Jefferson 
Hotel, was a delightful one. Appropriate refreshments, both from Scotland 
and Kentucky, whetted appetites for an excellent steak dinner. As an 
added treat we were honored by the presence of the wives of several officers 
and directors. Following the dinner, Henry E. Ketner, Commerce Council 
for the State Corporation Commission, presented the technical address 
of the evening. His talk entitled “Transportation Yesterday, Today and 
Tomorrow, and its Effect on Cost,” traced the history of transportation 
and pointed out some interesting aspects of rates and tariffs. After some 
discussion of transportation a motion picture was shown by a representa- 
tive of the Ford Motor Company. 

Bob King of the Washington Chapter presented to us a gavel engraved 
as follows: “Presented to Richmond Chapter, N.A.C.A. by Washington, 
1940-41.” It was accepted by George Fortune who, in turn, presented it 
to Wallace T. McKeel, newly elected President for the coming year, Our 
thanks to Washington 

Howard Giddings received an N.A.C.A. button as a prize for the best 
paper submitted for publication by a member of Richmond Chapter during 
the year; in addition, the team, captained by Bill Vess, received the prize 
for the best attendance record. 
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In appreciation for his whole-hearted interest and effort and as a small 
token of esteem, the officers and directors presented to George Fortune 
a pen and pencil set. George has successfully steered Richmond Chapter 
through its first year, and we are looking forward to the coming year 
under the able leadership of Wallace McKeel. 


ROCHESTER 

The final meeting of the Rochester Chapter for the 1940-41 season was 
held on May 21. 

President Macllroy passed out orchids to the other officers and the 
directors who had worked hard to make the year a very successful one. 

Ray D. Kinsella, of Eastman Kodak Co., was elected President to succeed 
Frank Macllroy. 

After the meeting a very interesting moving picture was shown, entitled 
Steel—Man’s Servant, which portrayed the manufacture of steel into a 


wide variety of products. 


ROCKFORD 


The Chapter wound up its regular meetings with R. M. Sabin, Works 
Accountant for the Line Material Co. of Milwaukee, Wis., as the speaker 
on the subject “Normal Capacity.” The presentation was a very timely 
one and was well received by those in attendance. It was generally con- 
ceded by the membership that the year 1940-41 has brought them some fine 
speakers and the subjects have been of unprecedented interest. This, per- 
haps, results from the fact that the current trend of industry in the Rock- 
ford Area has brought up many new problems which the programs of the 
Chapter helped to air and clarify. 

A special meeting of the board of directors with the National President 
Victor H. Stempf, upon his visitation to the city, was a very interesting 
one. Many new ideas were discussed, since Mr. Stempf’s knowledge of 
the operating methods of the other chapters brought to our local Chapter 
many ideas that might be invoked to advantage. 

The special meeting for the election of the new officers and directors 
was not very well attended, but what few were there had a very enjoyable 
evening. After President Fred Kudert turned over the gavel to the 
President-elect J. F. Brehm, congratulations were in order for Fred on 
his fine work this past season in bringing the Chapter a highly interesting 
and timely program. 

The Chapter mourns the death of one of its members and past directors, 
Paul H. Cronk, who in spite of ailing health the past two years has given 
unstintingly of his time to the affairs of the Chapter. Paul also was cus- 
todian of the chapter library and was very active in the educational work 
of the Association. His passing is a distinct loss to the Chapter, and his 
many personal friends in the Chapter will miss him greatly. 
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SAGINAW VALLEY 


In concluding the technical sessions for the year we met on May 12 at 
Saginaw, Michigan. Our speaker for the evening was Lawrence Downie, 
General Manager of Kelsey Hayes Wheel Co., Windsor, Ontario, who is 
well known to many N.A.C.A, members in this section, as he has addressed 
several of the local chapters. He spoke on the subject, “Normal Capacity 
and Normal Burden Under the Defense Program.” In discussing the 
procedures being followed in this program, he stressed the advisability of 
carrying normal burden, arrived at through normal plant operation, when 
in these times we may be tempted through excessive plant activity to lower 
our burden rate without enough forethought being given to plant operations 
expected to follow the present defense business cycle. His talk was much 
enjoyed by our members. 

The officers and directors for the coming year were elected at this meet- 
ing. Clare Hearn, Director of Program last year, was elected President. 


ST. LOUIS 

May was a month full of varied activities for members of the St. Louis 
Chapter. On the 6th, a plant visitation was made to the American Wine 
Company, home of Cook’s Imperial Champagne, and those fortunate mem- 
bers who were able to attend were taken on a conducted tour through 
every department including the famous underground cellars. A _ very 
interesting talk on the Company’s accounting system was given by Rudolph 
Klimt, an official of the Company, after which a buffet lunch was served 
with champagne. 

At our last regular monthly meeting, held May 20 at the Hotel Coronado, 
the Chapter conducted a panel discussion on “Cost Problems of Small 
Companies” under the able leadership of Harold C, Fechner. The panel 
was comprised of four members, Warren W. Allen, C. N. Herman, J. W. 
Schlosser, and A. A. Schweighauser, who in turn discussed the ways in 
which an industrial accountant could improve his value to the four major 
departments of his Company, namely, executive, production, sales, and 
labor relations. Although an innovation with this Chapter, this type of 
meeting proved very interesting and we congratulate those who participated. 

A review of the year’s activities was given by our retiring President, 
George Ebert, and a short speech of acceptance was made by our newly 
elected President, Bill Aitken. 

Norwood Hills Country Club was the home of our final meeting and 
Spring Dinner-Dance. Wives and sweethearts were invited to help the 
members celebrate the close of another very successful year for the St. 
Louis Chapter, and a grand time was had by all. 


SAN FRANCISCO 
“Past Presidents’ and Old Timers’ Night” was celebrated on the evening 
of May 27. Ten of our past presidents were present, two of whom took 
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part in the evening’s program which was a very well arranged Forum 

About eight short papers were presented on “Practical Short Cuts,” under 
the direction of Max Woltz with the assistance of Ted Plummer and 
George Challoner. One of the most interesting papers was by ever reliable 
Adrian Metzger of the Schmidt Lithograph Co., who apparently has some- 
thing with his “bookless bookkeeping.” All of us would like to hear more 
about it, even our public accounting friends 

Well! Well! What’s this? Councilman George Coleman of Burlingame 
has been elected Vice-Mayor of Burlingame and thereby takes a step up 
the political ladder. George is the Pacific Coast Auditor for the Westing- 
house Electric & Mfg. Co. We always thought auditors worked about 
sixteen hours a day. Must be that Wages & Hours Act. 

Our capable Secretary, Elmer Gunther, has again been nominated for 
the Board of Governors of the Insurance Brokers Exchange for about 
the tenth successive time. Guess we'll have to address Elmer as “Governor” 
from now on. By the way, doesn’t a Governor outrank a Colonel? How 
about it, Doc? Or is it still Colonel McLeod? 

We understand, also, that some of the ice skating stars of the future 
will come from the family of our good member, Bill Galbraith of the 
National Cash Register Company, who has two children appearing in 
excellent shows in the East Bay. 


SCRANTON 

E, S. Coldwell, Vice President of Ford, Bacon & Davis, spoke to our 
members and guests in May on the subject, “Inventories, Their Taking 
and Checking.” 

Mr. Coldwell first pointed out that the physical inspection and count of 
goods is in most cases an extraordinary procedure for the workers who 
engage in it, often conducted under pressure and conditions disagreeable 
to those workers. He believes that inventories generally should be taken 
by employees of the particular department of the business concerned, 
familiar with the quality and marketability of the goods; but recognizes 
that conditions arise requiring check by outside independent appraisers, 
as where litigation is pending or special settlements with creditors or 
investors. The problems of such independent experts were discussed, in the 
substantiating or disproving quantities and qualities claimed; and the differ- 
ing responsibility which devolves upon the professional appraiser from 
that of the independent public accountant, with respect to inventory state- 
ments. 

Inventories also claimed attention in a recent paper presented to the 
Chapter by our member, Courtney Close; and again the subject came under 
investigation in one of our May forum meetings. 

As a token of the Chapter’s appreciation for outstanding service and 
success in conduct of the Forum studies, a handsome pen and pencil set 
was presented to Donnell Griffiths, C.P.A., Partner of Heinbokel, Goodwin 
& Griffiths. 


1253 








N. A. C. A. Bulletin June 15, 1941 





We salute and congratulate Carl Hodrus as the most recent bridegroom 
of our Chapter, and extend our very best wishes. 


SOUTH BEND 

On May 6, our members and guests visited the printing plant of Reming- 
ton-Rand, Inc., at Benton Harbor, Mich. This was a very interesting and 
educational plant visitation, as we were not only privileged to see their 
production methods, but also obtained a good deal of information on their 
costing procedure. After the visit at the plant was completed, we ad- 
journed to the Whitcomb Hotel at St. Joseph, Michigan, for dinner and 
a technical session. During the intermission between the dinner and tech- 


nical session, members of the Remington-Rand organization furnished us 
with some delightful dancing and musical entertainment. 

B. F. Anderson, Plant Manager, spoke to us on the subject, “Counting 
the Cost.” He covered his subject very completely by furnishing each of 
us with a set of forms and describing the functions of each. J. Bert 
Wilson, Remington-Rand Systems Engineer and a new member of our 
Chapter, was chairman of this meeting. 

At our May 20 meeting, we were favored with an interesting talk by 
W. S. Hummel, Management Consultant, Chicago, Ill, who spoke to us 
on “What the Accountant Can Do To Increase Profits.” E, R. Westphal 
was chairman of this meeting. 

New members elected into our Chapter during May included, J. Bert 
Wilson, Remington-Rand, Inc., South Bend, Ind.; Kenneth P. Smith, Stude- 
baker Corp., South Bend, Ind.; Earl D. Page, Todd & Brown, Inc., 
LaPorte, Ind.; and Louis S. Congdon, Buescher Band Instrument Co., 
Elkhart, Ind. Mr. Page was formerly a member of the New York 
Chapter. 


SPRINGFIELD 

The month of May was certainly a busy one for Springfield Chapter. 
On the 7th, a plant visit was arranged at the Springfield Shopping News. 
This proved to be a very interesting trip through a modern newspaper 
plant at a time when it was operating at full speed. Edward P. Grace was 
our host. Many thanks, Ed, for the splendid time. 

Our annual Golf Tournament was held on the 15th at the Mount Tom 
Country Club. Ed Bannett had high gross and Art LaHait, low gross. 
Gus Porter was awarded blind bogey. The steward prepared a steak dinner 
and the accountants finished off the day with cards in ihe evening. 

May 21 was the date of the annual meeting at which time officers and 
directors were elected for the next chapter year 

Harry Howell, National Vice President of N.A.C.A. and Controller of 
the Grinnell Company of Providence, R. IL, addressed the Chapter on 
“Management Information.” The management of a modern business enter- 


prise is facing many problems for whicli pr lent has established no ready 
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solution. Economic changes of the most startling character are being thrust 
before them. Business success today, as never before, is a problem of con- 
trol. Old patterns and old plans do not furnish the answer and a technique 
for the proper analysis of new problems as they arise and the application 
of sound principles to master them must be found, said Mr. Howell. 
Information expressed in figures is understandable and persuasive. For 
that reason, the speaker continued, management lacks balance if proper 
weight is not given to costs. Business success still lies in engineering or 
designing a good product, producing it efficiently and economically, and sell- 
ing it to the widest profitable market. Management’s job is still that of 


I 
deciding the aims of the business, of spreading a knowledge of these aims 
among its employees, and effectively planning its operations 

TOLEDO 


The last meeting of the season was held May 20. The past presidents 
bat by answering various cost, tax and general accounting ques- 


tions. Considerable variety was injected into this meeting by our Program 


went t 


Director, S. M. Bender, who had a list of prepared questions on various 
phases of accounting. Those who cared to be quizzed and who correctly 
answered the questions were recipients of “four bits.” 

Our President-elect, J. Harold Bones, and his family, took a trip to 
Arizona and other southwestern points of interest, returning on June 9. 

It is reported that R. L. Stinson, the Standard Products Co., Port Clinton, 
has joined up with the U. S. Coast Guard where he expects action for some 
time. Charles W. Lent, Landers Corp., goes with the U. S. Navy, Radio 
Communications, Indianapolis, Ind. 

The Electric Auto-Lite Co., Fostoria, have announced the transfer of 





a membership from that of Vernon Linderman to Gaylord E. Hutchinson. 

All those members and friends attending the Annual Golf Tournament 
and dinner at Valleywood, Saturday, May 24, seemed to have had a good 
time. Merle J. Hicks, McKesson Appliance Co., was awarded the cup in 
the “blind bogey” contest. 


TRI-CITIES 
(Davenport, Moline and Rock Island) 

Tri-Cities Chapter closed its year with the most active month in chapter 
history. Included in the activities were a visit from our National Presi- 
dent, Victor H. Stempf, a visitation to Rockford Chapter, annual guest 
night, one regular board meeting and a special board meeting with elec- 
tion of officers and directors. 

Victor H. Stempf met with us Thursday evening, May 8, in the Gold 
Room, Hotel Blackhawk, Davenport, Iowa, for a special board meeting 
to which all members were invited. The meeting was very well attended 


and the members took keen interest in the proceedings. Each director 
read a report on his activities for the year and Mr. Stempf commented in 
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regard to each report, giving praise and constructive criticism as he saw fit. 
We all enjoyed Mr. Stempf’s visit, his advice and his fellowship and hope 
he will meet with us again when he can find time from his many activities. 
Officers and directors for the ensuing year were chosen at this meeting. 

On Thursday, May 15, a delegation from Tri-Cities Chapter paid a visit 
to Rockford and receive a cordial and friendly welcome, for which Rock- 
ford is noted. 

Our ninth regular meeting was held May 20, in the Ballroom, Fort Arm- 
strong Hotel, Rock Island, Illinois. Colonel B. J. Palmer, of Davenport, 
Iowa, President of the Central Broadcasting Co., operating stations WHO 
and WOC, and President of the Palmer School of Chiropractic, spoke 
on “The Complexities of Modern Business.” The meeting was very well 
attended and we all enjoyed Colonel Palmer’s remarks. It was our Annual 
Guest Night, attended by approximately forty guests including delegations 
from both the Rockford and Peoria Chapters. 


UTICA 


Our May meeting at the Teugega Country Club was noted for good 
weather, good fellowship and a splendid talk by D. C. McAlister of the 
Westinghouse Electric & Mfg. Co. Mr. McAlister spoke on the subject, 
“Control and Distribution of Marketing Expense,” and his unique presenta- 
tion of what is admittedly a new approach to an old problem, held the close 
attention of a record attendance. 

Our famed trio did a passable job in leading the singing; in fact, the 
trio almost passed out. 

Al Zumbrum reported for the Nominating Committee. The report of the 
committee was unanimously adopted and each of the officers and directors 
was introduced. Our newly elected President, H. Wendall Monroe, called 
for the continued support and co-operation of the members. 

Ev Mangam, retiring President, thanked the members for making possible 
the completion of the year’s program and National Director A. D. Ross 
Fraser voiced the sentiments of the members in expressing appreciation 
for Ev’s fine leadereship. 

Dana L. Tyler begins his third year as Treasurer of our Chapter and, 
needless to say, our finances will be handled in Dana’s customarily efficient 


manner. 


WASHINGTON 


“Names in the last half of the alphabet are poor credit risks,” was the 
startling opening remark of our speaker. He also described several other 
methods that have been used to determine good credit risks, pointing out 
weaknesses here and there. With the foregoing as a background, he dis- 
cussed the soundest present-day method of statement analysis for credit 
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purposes. The speaker was Arthur J. Linn, C.P.A., Controller of the 
Hamilton National Bank, Washington, D. C. 

Sandwiched between the dinner and the speech was the election of 
officers. 

Larry Skees, who has been on the Pacific Coast for several months on 
auditing assignments for the Federal Reserve Board, is expected back in 
time to handle the program for next year. 


WORCESTER 

The Worcester Chapter started a very full month with a round table 
discussion in charge of our genial Vice President, Henry Muzzy. Members 
who participated tormally in the exchange of ideas on various phases 
of our accounting work were President Maynard Carter, Kenneth Berg- 
strom, Harry Hoyt, Earl Jones, Clinton McManus and our chairman. 

The meeting was well attended and a very instructive one. Congratula- 
tions, Henry! 

For our regular monthly meeting we were fortunate to have as our 
speaker, John T. Madden, Dean of New York University. “Some Inno- 
vations in Accounting,” the subject for the evening, was given full consider- 
ation. Dean Madden, who was formally welcomed back to his home city 
of Worcester by a life long friend, Arthur Guy, stressed the fact that the 
balance sheet is merely a statement of costs and not values. Accordingly, 
the F.C.C. can require a revaluation of asset accounts, particularly in the 
cost of property, etc., to acquisition cost. 

With control of utility companies as a forerunner, Dean Madden stated 
that Washington is going to control most of the industries in the country 
in the future; therefore management control and planned economy should 
be exercised by business today to its fullest extent. 

The annual outing of the Worcester Chapter will be held June 19 at 
Grand View Country Club in West Boylston. A complete program has been 
arranged for the enjoyment of the members 


YOUNGSTOWN 

The May meeting of the Youngstown Chapter was held at Southern 
Hills Country Club on Wednesday evening, May 21. Our speaker was 
E. J. Hanley, of the Allegheny Ludlum Steel Co., who spoke to us con- 
cerning “A Case Study of Standard Costs in the Steel Industry.” 

Mr. Hanley explained the various steps necessary in the application 
of standard costs to their variety of products and outlined simple methods 
of procedure with effective results. The usual forum session was dispensed 
with due to Mr. Hanley’s early departure to catch a New York train. 

The annual election of officers followed the technical session, and Presi- 
dent Maurice White reviewed the progress of our Chapter during the past 
year. He was presented with a bronze plaque and a traveling bag in appre- 
ciation of his service and untiring efforts for the advancement of our 
organization. 
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Applications for Membership 











The Executive Committee has ruled that the names and addresses of all applicants 
for membership in the Association shall be published in the Bulletins for two weeks 
in advance of the date on which they are sent to the Director in charge of Member- 
ship for approval. The following applications will be forwarded te the Director two 
weeks from the date of this Bulletin. Comments in regard to these applications which 
are received from members of the Association during this two wecks’ period will be 
attached to the application before they are forwarded to the Director in charge. 


Atlanta 
Robert E. Brake, 50 Princeton Way N. E., Atlanta, Ga 


Baltimore 

James W. Bradburn, Wm. C. Robinson & Son Co., P. O. Box 172, 
Baltimore, Md. 

Lloyd L. Cronhardt, Standard Register Co., 218 E. Lexington St., 
Baltimore, Md. 

Leonard F. Dix, Crown Cork & Seal Co., 1501 Guilford Ave., Balti- 
more, Md. 

M. Herbert King, Emerson Drug Co., Eutaw & Lombard Sts., Balti- 
more, Md. 

Lowell H. Smith, Shipley Court, Linthicum Heights, Maryland. 

Frank F. Tippett, Pittsburgh Plate Glass Co., 3221 Frederick Ave., 
Baltimore, Md. 

William B. Tittsworth, Haskins & Sells, 1243 Calvert Bldg., Baltimore, 
Md. 

Boston 

Eugene N. Auger, Underwood Elliott Fisher Co., 211 Congress St., 
Boston, Mass. 

Richard S. Chamberlain, Price, Waterhouse & Co., 75 Federal St., 
Boston, Mass. 

Leo T. Foster, 7 Realton Road, West Roxbury, Mass. 

L. Kermit Gerhardt, 439 Talbot Ave., Dorchester, Mass. 

Mary J. Hanlon, 47 Dakota St., Dorchester, Mass. 

Joseph A. McCue, 79 Dana St., Cambridge, Mass. 

Paul F. Nix, Batchelder & Snyder Co., Inc., 55 Blackstone St., Boston, 


Mass. 
Brooklyn 
John J. Oxley, Kollmorgen Optical Co., 767 Wythe Ave., Brooklyn, 
is Be 
Chicago 
Leslie G. Agasim, Leslie G. Agasim & Co., 11 S. LaSalle St., Chicago, 
Till. 
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Edward Don, Edward Don & Co., 2213 S. LaSalle St., Chicago, III. 

Edward C. Friedel, Frank E. Kohler & Co., 1 No. LaSalle St., 
Chicago, IIl. 

Aldie Edgar Piché, 4109 Drexel Blvd., Chicago, III. 


Cleveland 
John Dorr, Jr., Standard Register Co., Cleveland, Ohio. 
Martin Kovalik, 5397 Marion St., Maple Heights, Ohio. 
Kenneth N. Monnett, The Roach Reid Co., 721 N. B. C. Bldg., Cleve- 
land, Ohio. 
William L. Thomas, 2204 Northland Ave., Lakewood, Ohio. 


Columbus 
William J. Flood, Curtiss Wright Corp., 4300 Fifth Ave., Columbus, 
Ohio. 
Lester E. Hite, Shaw-Barton Inc., Coshocton, Ohio. 
Paul E. Horst, Addressograph Sales Agency, 521-40 S. 3rd St., Colum- 


bus, Ohio. 
Dallas 
Garrett E. Conklin, American Wrecking Co., 4001 Main St., Dallas, 
Texas. 
John B. Kirven, Remingtno-Rand, Inc., 1801-3 Commerce St., Dallas, 
Texas. 
Dayton 


Frank L. Arnold, Arnold, Hawk & Cuthbertson, Third National Bldg., 
Dayton, Ohio. 

George W. Boesenberg, 2105 Ravenwood Ave., Dayton, Ohio. 

William E. Chapin, Burroughs Adding Machine Co., 129 S. Ludlow 
St., Dayton, Ohio. 

Edwin R. David, 2308 Philadelphia Drive, Dayton, Ohio. 

John C. Davis, 1249 Linda Vista Ave., Dayton, Ohio. 

Donald F. DeVoe, Stanley Mfg. Co., 800 E. Monument Ave., Dayton, 
Ohio 

Victor A. Engel, The Advance Foundry Co., 100 Parnell Ave., Dayton, 
Ohio. 

Glendon O. Fox, 121% Frank St. Dayton, Ohio. (Transfer from 
Junior to Full Membership) 

Clifford R. Johnson, 2315 Benson Drive, Dayton, Ohio. 

Andrew K. Keller, 434 Grand Ave., Dayton, Ohio. 

Frank E. Letowt, Monroe Calculating Machine Co., 221 Realty Bldg., 
Dayton, Ohio. 

Herbert T. Mapel, Aeroproducts Div., Dayton, Ohio. 

Edward R. Olt, 103 Northwood Ave., Dayton, Ohio. 

R. J. Rahn, Stanley Mfg. Co., 800 E. Monument Ave., Dayton, Ohio. 
(Company Transfer from Donald F. DeVoe) 
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Dayton 
Robert B. Reck, 1506 Broadway, Piqua, Ohio. 
Thomas C. Rennels, Marchant Calculating Machine Co., 629 Reibold 
Bldg., Dayton, Ohio. 
Charles J. Schaefer, McCauley Steel Propeller Co., 2900 W. Second 
St., Dayton, Ohio. 
Robert H. Silvius, The Research Institute of America, Inc., 1442 Third 
Nat’l Bank Bldg., Dayton, Ohio. 
Kenneth L. Valentine, R. R. 1, Wolf Rd., Dayton, Ohio. 
Mardelle E. Ward, The Weston Paper & Mfg. Co., 906 Harries Bldg., 
Dayton, Ohio. 
Rolland F. Whisler, Standard Aircraft Products, 121 Franklin St., 
Dayton, Ohio. 
Detroit 
Thomas M. Marantette, National Bank of Detroit, 660 Woodward Ave., 
Detroit, Mich. 
Stanford N. Phelps, The J. B. Ford Sales Co., 1532 Biddle Ave., Wyan- 
dotte, Mich. (Company Transfer from Leland P. Wilgus) 
Leo M. Woolfe, 14183 Rossini Drive, Detroit, Mich. 


Greenwich 


Donald H. C. Mackenzie, Norma Hoffman Bearings Corp., Hamilton 
Ave., Stamford, Conn. 


Hartford 
Francis J. Herb, Comptometer Co., 77 Bank St., Waterbury, Conn. 


Hawaii 
Bertram M. Shaw, Bergstrom Music Co., Ltd., 1045 Fort St., Hono- 
lulu, T. H. 


Houston 
Dow D. Warren, Reed Roller Bit Co., Houston, Texas. (Com- 
pany Transfer from Rolland F. Whisler) 


Indianapolis 
Wright C. Cotton, Delco Remy Div., G. M. C., 2401 Columbus Ave., 
Anderson, Ind. (Company Transfer from D. W. Sells) 


Kansas City 
Everett Carlson, H. T. Poindexter & Sons, 801 Broadway, Kansas 
City, Mo. (Company Transfer from Louis C. Hey) 


Los Angeles 
Irvin P. Grunwald, Vega Airplane Co., Lockheed Air Terminal, Bur- 
bank, Calif. 
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J. Robley Janssen, Lockheed Aircraft Corp., 1705 Victory Place, 
Burbank, Calif. 
Andrew J. Vanderschoot, Vega Airplane Co., Lockheed Air Terminal, 
Burbank, Calif. 
Louisville 
William B. Harrell, 2391 Tyler Lane, Louisville, Ky. 


Fred H. Strobel, Liberty National Bank & Trust Co., 2nd & Market, 
Louisville, Ky. (Company Transfer from Arthur T. Raeuchle) 


Milwaukee 


George C. Krug, Peat, Marwick, Mitchell & Co., 110 East Wisconsin 
Ave., Milwaukee, Wis. (Company Transfer from H. A. Sinclair) 
Nashville 
O. P. Vincent, Nashville Bridge Co., Nashville, Tenn. 


E. Forrest Waters, Meth. Publishing House, 815 Demonbrewn St., 
Nashville, Tenn. 


Newark 

Fred Buehl, Standard Oil Co. of N. J., Bayway Refinery, Elizabeth, 
N. J. 

Ralph H. Fisher, International Business Machines Carp., 559 Broad 
St., Newark, N. J. 

Andrew F. Heard, 62 Ettrick Terrace, Rutherford, N. J. 

Ernest W. Hornig, Tung-Sol Lamp Works, Inc., 95 Eighth Ave., 
Newark, N. J. 

Elmer Lyman, 1669 Broad St., Bloomfield, N. J. 

N. Harrison Markow, Tung-Sol Lamp Works, 95 Eighth Ave., Newark, 
N. J. 

James E. Mitchell, Peat, Marwick, Mitchell & Co., 24 Commerce St, 
Newark, N. J. 

Marshall B. Nunlist, 38 Lorraine Road, Madison, N. J. 

Gerald Poole, The Personal Products Corp., Milltown, N. J. 

Albert J. Royce, Jr., Royce Chemical Co., Carlton Hill, N. J. 

Raymond J. Vreeland, 310 High St., Newark, N. J. 


New Haven 


Wilbur S. Daley, Sponge Rubber Products Co., Derby, Conn. 


New York 
William D. Bouton, Price, Waterhouse & Co., 56 Pine St., New York, 
N. Y. 


Edward J. Ernes, 167 Centre Ave., New Rochelle, N. Y. 
Peter Guy Evans, Morris & McVeigh, 60 Wall St., New York, N. Y. 
Kenneth L. Hutchison, 8 Bristol Place, Fairlawn, N. J 
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Robert E. Kappauf, 28 Mountain Ave., Summit, N. J. 

Rafael Pelegri, Mario Fernandez & Co., 396 Broadway, New York, 
N. Y. 

Henry C. Schmielau, Universal Atlas Cement Co., 135 East 42nd St., 
New York, N. Y. 

Austin T. Tebbens, Price, Waterhouse & Co., 56 Pine St., New York, 
_ i 


Peoria 

W. H. Franklin, Caterpillar Tractor Co., Peoria, III. 

Wilbert E. Harms, Business Equipment Co., 126 So. Jefferson Ave., 
Peoria, Il. 

Edward P. Houghton, 307 College Ave., Eureka, III. 

Roy E. McCluskey, 507 Antoinette St., Peoria, IIl. 

Hubert G. Reeves, Jacquin & Co., 321 Main St., Peoria, IIl. 

W. B. Roberts, John C. Streibich Co., 301 S. Washington St., Peoria, 
Ill. 


Philadelphia 
R. J. Kirkpatrick, Jr., Ditto Inc., 1011 Chestnut St., Philadelphia, Pa. 
Arthur F. McIntyre, 216 Conover St., Burlington, N. J. 
Elmer A. Munroe, John Wood Mfg. Co., Inc., 100 Washington St., 
Conshohocken, Pa. (Company Transfer from Edward D. Clark) 


Reading 
Lloyd W. Leinbach, 1220 Perkiomen Ave., Reading, Pa. 
J. Walter Miller, Rosedale Knitting Co., P. O. Box 1222, Reading, Pa. 
J. Howard Pike, 138 W. Elm St., Shillington, Pa. 
Harry S. Zimmerman, 829 North 2nd St., Reading, Pa. 


Richmond 
John G. Shaver, T. Coleman Andrews & Co., American Bldg., Rich- 
mond, Va. (Company Transfer from T. Coleman Andrews) 
Sherwood D. Spivey, Wortendyke Mfg. Co., P. O. Box 1598, Richmond, 
Va. (Company Transfer from Wm. M. Webb) 
Guy L. Wiley, Wortendyke Mfg. Co., Richmond, Va. (Company Trans- 
fer from A. L. Waldrop) 


Rochester 
Frank J. Green, Bausch & Lomb Optical Co., 635 St. Paul St., Roches- 
ter, N. Y. 
Rockford 


Max C. Leber, Parker’s Heating Engineers, 1125-27 Fourth Ave., 
Rockford, IIl. 
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Saginaw Valley 

Robert J. Beckley, Burroughs Adding Machine Co., 24 Brewer Arcade, 
Saginaw, Mich. 

James C. Hills, Burroughs Adding Machine Co., 515 Harrison St., 
Flint, Mich. 

Lodge D. Staubach, Burroughs Adding Machine Co., 515 Harrison St., 
Flint, Mich. 

Walter E. Walpole, 819 Poplar, Fenton, Mich. 


San Francisco 
Perry Mason, University of California, 119 South Hall, Berkeley, Calif. 


Youngstown 
Benjamin F. Clark, Jr., Copperweld Steel Co., Warren, Ohio. 
Millard H. Ronzone, R. D. 1, Warren, Ohio. 
Norman F. Yount, 574 Atlantic St., N. E., Warren, Ohio. 


Outside Chapter Territory 


Claud D. Bingham, Wm. P. Field & Co., Edificio The Royal Bank 
of Canada, Altos, Santiago de Cuba. 

Victor S. Cavener, 2829 W. Park Place, Oklahoma City, Okla. 

James C. Gaither, 208 South 25th Ave., Omaha, Nebraska. 

Adolf Maurer, Betriebswiscuschaffliches Institute, E. T. H., Zurich, 
Switzerland. 
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OFFICIAL BINDERS 


for the 


N. A.C. A. BULLETIN 


CUMULATIVE BINDER $2.00 @ 


The Cumulative Binder illustrated at the 
right is designed to file your N. A. C. A. 
Bulletins issue by issue as you receive them 
throughout the year. It is a tape binder 
with a strong automatic locking device 
which holds the inserts firmly in place from 
the very first insertion. It is of black fabri- 
koid with stiff covers, lettered in gold with 
the name and seal of the Association, as 
shown in the illustration. The binder can 
be used from year to year for accumulating 
the Bulletins if you transfer the complete 
volume to a Permanent Binder at the end 





of each year. 








@ PERMANENT BINDER $1.50 


This Permanent Binder is made to hold a 
full volume of technical Bulletins. It is 
black fabrikoid, lettered in gold as shown 
in the illustration at the left. The binding 
device consists of metal strips which are 
run through the punching in the Bulletins 
and locked into place permanently by a 
simple manual operation. 


This binder will not take the place of the 
Cumulative Binder, as it is not a loose-leaf 
device. It is designed only to take the 
place of having your volumes bound by a 
bindery. It is less expensive than binding 
and, we believe, equally attractive. 


Order with remittance should be sent to: 


National Association of Cost Accountants 
385 Madison Avenue 
New York, New York 






































OFFICIAL 
N.A.C.A. LAPEL BUTTON 





Every member of the Association ought to 
have an Official Button to wear at Chapter 
meetings, National gatherings and other busi- 


ness conferences. 


These buttons are a reproduction of the seal 
of the Association in blue enamel on a gold 
plate base. They constitute a distinctive 
emblem—a worthy evidence of your affilia- 


tion with the N. A. C. A. 
The price is $1.50. Orders should be sent 


to National Headquarters accompanied by 
remittance. 


National Association of Cost Accountants 
385 Madison Ave., New York City 























CONVENTION FLASH 





Just as we go to press we have a message from 
the Entertainment Committee that the Banquet 
Program will include 





BEN BERNIE and his band with their per- 
formers and also his Quiz Program 
"You're In The Army Now” in which our 
members will participate from the floor— 

also 

ALEC TEMPLETON the blind English musi- 
cian who is one of the most distinguished 


performers in radio. 


Here is a combination we challenge anyone to 


equal. 


Yours, 


THE PUBLICITY COMMITTEE 











